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EXPLORE 


the profitable possibilities 
of this new type of business for your bank 


Using Connecticut General Personal Loan Insurance to protect personal loan 
accounts in event of the death of the borrower, more and more banks throughout the 
country areopeningupthisnew, safeand profitablesourceof business. Inaddition they 
are extending their usefulness in the community and building widespread goodwill. 


Connecticut General can assist you materially in attracting the personal loan 
business. By providing your customers with Personal Loan Insurance, you are 
fully protecting the loan in case of the borrower’s death. This insures the heir’s 
ownership of the automobile, refrigerator, radio or other purchase for which the 
money was borrowed. It also safeguards the endorser and, of course, does away with 
difficult collection problems due to the death of your customer. 


ALL FORMS WRITE TODAY 
OF PERSONAL INSURANCE Creating new business FOR FREE NEW BOOKLET 


through insured personal loens 


Connecticut General provides Our Personal Loan Insurance 
group life, accident and sickness ra booklet tells a timely story which 
insurance and retirement annu- willinterest you. Asan additional 
ities as well as insurance and help in securing personal loan 
annuities for individuals. Estab- accounts, Connecticut General 
lished in 1865, the Connecticut supplies policyholder banks with 
General has over a billion of life folders and newspaper mats for 
insurance in force. their own advertising. 
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The Condition of BUSINESS 


Concress AGALN. Business is waiting to see what Con- 
gress will do when it meets this month. Wage and hour legis- 
lation, crop control and taxation are matters of such real 
concern to every individual who earns a living that the 
probable course of events at the coming session is assuming 
unusual importance. 

The slower rate of business activity characterizing the 
Autumn months has undoubtedly been exaggerated by the 
action of the securities markets. Much emphasis is being 
placed on the fact that production in most lines during the 
first three quarters of 1937 exceeded the same period in 1936. 

Tue InveENTORY Position. During the Summer it became 
apparent that inventories had been built up to an unusual 

degree in anticipation of higher prices which failed to ma- 
terialize. This abnormal situation is emerging as one of the 
principal reasons for the present lack of new orders and the 
spirit of hesitancy in making commitments of any kind. 
The accumulation of goods in excess of sales and, in the case 
of manufacturers, in excess of shipments, must be given full 
weight in any search for causes of the marked decline or 
slowing down of business activity. 

Market AFTERMATH. At the present juncture, of course, 
business must absorb whatever shocks are administered by 
the heavy shrinkage of security prices, by legislation, and by 
international uncertainties. However, most of the so-called 
unfavorable factors have long been obvious, and the chief 
element of surprise seems to have been the extent and per- 
sistence of the stock market slump. Many reasons for the big 
break have been advanced, among them the market’s thin- 
ness due to regulatory measures and a lack of confidence on 
the part of investors who were in no hurry to buy. 

THE FarM PocKETBOOK. Fundamentals, it would seem, 
have changed but slightly from mid-Summer. Prices of farm 
products have declined greatly, especially in cotton and 
wheat, but the changes are the results of large crops which 
promise increased returns despite lower prices. The moderate 
recession in industrial activity has been counteracted by 
wage increases, and the result is a fairly stable purchasing 
power for consumers. 

STEEL. Steel production dropped sharply in October, due 
to an adjustment of production to actual demand, the large 
backlog of previous months having been worked off to a 
considerable extent while deliveries were running about 15 
per cent above new orders. Buying has been on a hand to 
mouth basis. One reason has been uncertainty as to future 
prices but this was settled by the mid-October announce- 
ment that current prices would be carried into the first 
quarter of the New Year. The anticipated strong demand 
from the automobile industry is yet to be registered. Ob- 
servers have agreed upon the probability of a prompt re- 
sumption of buying and increased production in the reason- 
ably near future. 

AUTOMOBILES. Production of new motor car models has 
been speeded up, and output at the middle of last month 
ran more than 50 per cent above the same time last year. 
Manufacturers expect a lively demand for new cars although 
they admit it is still uncertain as to what will be the effect of 

current price increases. The farm machinery and implement 
industries are booming and shortages of supplies in popular 
types are reported. 
_ OtHER TRADE BAROMETERS. The situation in the textile 
industry is uncertain. There has been curtailment in produc- 
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tion, cotton mill activity being off about 10 per cent and 
woolen mills as much as 50 per cent compared with the high 
activity of recent months, but both industries report better 
demand in some lines although at lower prices. Machine 
tools are again on the up-grade and most plants are booked 
up for the rest of the year. Engineering construction is con- 
siderably above recent months and up slightly as compared 
with last year. Production of petroleum and coal has increased 
slightly. Freight car loadings after rising to the highest 
total since 1930 fell below the 1936 level. The output of 
electric power continues high, running more than 5 per cent 
above a year ago which in itself was high. 

GENERAL. TRADE. Wholesale and retail trade have been 
spotty, largely because of varying weather, but it is noted 
that where weather has been reasonably favorable trade has 
maintained a satisfactory level. One significant fact is to be 
noted in the disposition of manufacturers to make and re- 
tailers to stock moderately priced rather than more expen- 
sive goods. There is little doubt that any material advance in 
the prices of finished goods will be met by buyer resistance. 
On the other hand it is expected that lower priced goods 
resulting from lower commodity prices will result in in- 
creased consumption which will restore the level on a 
moderate basis. The general trend in retail trade is material 
improvement over that of a year ago with the increase 
gradually narrowing. 

BANKING. The trend in banking has been continued in- 
crease in loans for commerce, industry and agriculture and a 
decrease in investments wholly accounted for by decreased 
holdings of Government securities. 

In this connection the latest report of the Economic 
Policy Commission, American Bankers Association, said: 
“Tt seems wholly likely that there will continue to be some 
increase in the commercial loans, and in the earnings from 
them. Probably there will not be much change soon with 
respect to collateral loans and real estate loans. Under these 
circumstances it seems safe to assume that for a long time to 
come investments will make up by far the largest class of 
earning assets. Moreover, it will be the one from which by 
far the largest net earnings will be derived, for the expenses 
of administering the investment accounts are much less 
than those entailed in administering loans.” 

A decrease in security loans was, of course, inevitable in a 
falling market. The really significant decrease in loans and 
investments has been in holdings of Government securities. 
This decline, among reporting member banks, aggregated 
$1,433,000,000 in direct obligations and $125,000,000 in 
guaranteed obligations in the year ended September 29. 
However, there has been some indication that this steady 
liquidation was slowing up, perhaps soon to stop. 

New Financinc. There is evidently a good market for 
good issues although caution in buying is quite evident. The 
renewal of financing is especially important in its bearing 
upon the banking and general economic picture. It is gener- 
ally considered an absolute necessity for the maintenance of 
activity in the heavy goods industries in view of the de- 
creased outlays by the Government and decreased credit 
grants by governmental lending agencies. 

Marcrns. An important matter in banking during recent 
months has been margins on security loans. There seems to 
be no question that the break in stocks was accentuated 
by the high margin requirements. 
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Success is a very simple thing 


SUCCESS, to a few, means nothing less than millions, 
and yachts, and palaces. 


But there is another and more genuine kind of suc- 
cess. The means to give your children a proper educa- 
tion and a decent start in life. Security enough to make 
you more a master than a pawn of the future. Money 
enough to buy the things you can reasonably hope to 
have and thus find happiness. 

Give the average, unselfish person these things and 
he will say—"I have wealth enough for any man. I 
have made a success of my life.” 

This kind of wealth, this kind of success, is a very 
simple thing. 

It lies within the reach of any man, of every man who 
has ten or fifteen years of earning power left. Even the 
man of modest earning power. An Investors Syndicate 


representative can prove this to you. 


There is no magic about it—except the magic wrought 


INVESTORS SYNDICATE 


Established 1894 
Living Protection ...everyman’s road 
to financial security 


by time and compound interest. The formula is simple. 
You merely set aside small sums—perhaps as little as 
35 cents a day—and you do this regularly, persistently. 
An Investors Syndicate representative can tell vou all 
about it. 

He can show you how thousands of people have ac- 
quired $5,000, $10,000, $25,000 or more through the 
Living Protection plan—most of whom admit they would 
have acquired nothing otherwise. 

Who is back of this plan? It is sponsored by an insti- 
tution which has enjoyed the endorsement of authori- 
ties in sound finance for nearly half a century. An insti- 
tution which, during every year of its entire life has 
met every obligation on time, when due. 

Ask an Investors Syndicate representative to talk 
with you. And write today to Investors Syndicate, 
Dept. B-711, Minneapolis, Minn., for a copy of the book- 
let that may prove the corner-stone of your future 
security —.1 New Plan of Life. 


Investors Syndicate agency offices 

in 192 leading cities, including: 
New York? 
Chicago 
Kansas City 


+ New Haven - 

Birmingham Detroit 

Dallas Seattle 
Montreal’ 


Pittsburgh 


Teronto* Vancouver* 


Home Office: Minneapolis, Minn. 


Cleveland 
St. Louis 
+ San Francisco 


tOffice Investors Syndicate Title and Guaranty (. 
* Office Investors Syndicate, Lid., Canada 
These companies are affiliates of Investors Syndicate 
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When Capital Travels Abroad 


The Problem of International Investment (Oxford Uni- 
yersity Press, New York, $7.50) a “study group” in the 
Royal Institute of International Affairs reports on an 

extensive survey. Recent history and present background 
of the subject are considered, the text being divided into an 
analysis of conditions under which long-term capital may 
move internationally, and a survey of this investment since 
the war. The positions of various creditor and debtor na- 
tions are discussed in some detail and considerable tabular 
material is presented. 

By way of background the group emphasizes the impor- 
tance of agriculture in economics, pointing out that in recent 
years agriculture “has exhibited the most extreme manifes- 
tations of overproduction and redundant capacity.” No 
doubt special post-war factors were responsible, but when 
one also considers the slower rate of population growth in 
western nations and the rapid technical progress in agricul- 
ture, the evidence suggests that ‘‘an important change is 
taking place in the fundamental conditions of the world’s 
economy.” There is no longer so urgent a need for steadily 
and rapidly extending the food-producing areas. Because 
international investment has had so close a connection with 
the development of these areas, “this change suggests that 
the scope for mutually advantageous international invest- 
ment is likely in the future to be much more restricted than 
it was in the 19th century.” 

In considering America’s status as a creditor nation, the 
study again refers to the familiar “farm problem.” Clearly, 
it states, most countries (except Germany) owing us large 
sums can be enabled to meet their obligations “only by a 
recovery in agricultural prices.” Also, it is essential that ex- 
ports of the debtor nations expand, and if there are to be no 
further defaults and losses “‘it is imperative that the United 
States should make without delay the adjustments neces- 
sary to enable its debtors to pay in goods and services.” 
There are, however, “few indications that any attempts to 
make these adjustments are contemplated at Washington.” 
The conclusion is that international trade and lending can- 
not have a real revival without clear recognition that “‘ Amer- 


ica’s imports are more important to the world as a whole 
than her exports.” 


BOOKS IN BRIEF 

Banking Turnover and Facilities in Illinois. By Arthur H. 
Winakor. (University of Illinois, Urbana.) This bulletin of 
the university’s Bureau of Business Research focuses on 
changes in the numbers and kinds of banks in the state dur- 
ing the period 1921-35, emphasis being placed on turnover, 
consolidations, failures, and chartering policies. Three main 
topics are discussed: private banking from 1917 to 1921 and 
its influence on later developments; banking instability and 
turnover, 1921-1935; and changes in banking facilities. 


Bankers Directory (Rand McNally & Company, Chicago, 
$15.) This is the final 1937 edition of the indispensable “‘ blue 
book”’, and the 123rd edition since 1872. Its vast collection 
of banking data, corrected to September, is made readily 
available by the dictionary style of thumb index. 

Encyclopedia of Banking and Finance. By Glenn G. Munn. 
(Bankers Publishing Company, Cambridge, Massachusetts, 
$12.) Here is a fourth revised edition of Mr. Munn’s useful 
reference manual, covering more than 3600 terms that range 
from financial and business abbreviations to the zloty. Mr. 
Munn, a partner in Paine, Webber & Company, New York, 
has overhauled the earlier text so as to make room chiefly 
for material on legislative changes of the past few years af- 
fecting banking and related professions. The book now sum- 
marizes major pieces of financial legislation beginning with 
the Federal Reserve Act. 

Prosperity and Depression. By Gottfried von Haberler. 
(League of Nations, Geneva; Columbia University Press, 
New York, American agent, $2.) Professor Haberler deals 
with problems of the business cycle and the recurrence of 
prosperity and depression. His study examines existing 
theories and attempts to build a general synthesis from them. 

The Interpretation of Financial Statements. By Benjamin 
Graham and Spencer B. Meredith. (Harper, New York, $1.) 
Based on material used in the educational work of the New 
York Stock Exchange Institute, this book presents a simple 
explanation of what the statement items mean. It is intended 
for business men, bankers and investors. 

Employee Savings Programs. By Helen Baker. (Industrial 
Relations Section, Princeton University, $1.) Here is an 
analysis of general trends in this thrift field from 1929 
through 1936. The author, assistant director of the Section, 
reports company experience with various savings plans. 

The Chicago Credit Market. By Melchior Palyi. (University 
of Chicago Press, $4.) A survey of the organization and in- 
stitutional structure of the world’s third largest credit center, 
which is outranked in this respect only by New York and 
London. Mr. Palyi, formerly economist for the Deutsche 
Bank, Berlin, has recently been visiting professor of eco- 
nomics at the University of Chicago. 

Land Title Assuring Agencies in the United States. By Dan- 
iel D. Gage, Jr. (Recorder Printing and Publishing Com- 
pany, San Francisco.) The author’s purpose in this study is 
to tell the layman the true nature of title assurance, em- 
phasis being placed on the economic aspects of the sub- 
ject. 

Assessment Principles and Terminology. (National Associa- 
tion of Assessing Officers, Chicago, $2.) The reports of two 
association committees are published in this volume. The 80 
principles comprise a comprehensive statement of stand- 
ards by which adequacy of assessment procedure has been 
determined. 
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That’s what your directors ask for, when they expect one 

single-handed, to manage their bond account. Yet many bank 
expect an officer to shoulder this burden in addition to his regul: 
duties of bank management. 
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Bank Investment 
Liquidity, varying 
Quality of holdings 
Marketability and Price Stability, 
Sensible Diversification, 

Should banks buy Yields? 


Bank profit-ratios vs bond yields, iu 
The Liquidity Factor, | V E 7 
Unit of Investment, 


Reserves for Depreciation JOHN MOODY, President 


The result is an outline of the prin- 


ciples governing the ideal bank 65 BROADWAY NEW YORK CITY 


investment plan. 


BANKING 


ne minor tne suprem® Kort the 
‘ ¢avor of tne act- co 
the 
Help Male: by 
pond account Must pe @ man of mature \e 
experience jn every pranch of this {ng 
must nave an nowledse of rails, 
\ real estate and othet ponds- must pe 
oughly posted on me economics 
- political gituatio® jn every jan4d- apie to 
every in science a- \5¢ 
nance: pusines® poritics and each) 
germs of its fqanancia! 
Must pe able to anticipal pasic cnanses 
in money raves and qaiues, and 
nave ability to qgormular® 
policy to meet this pank needs {ot Ga Ww 
qty- must snow results by pond 
> account in good anancial 
ing in times of gefiarion: 
producing nignest gncome onsistent with 0 
satiety: ‘aaaress Box c4 
c 
s LONDON (BY mail) oficial return® 
tive 
ana 
yy, 
and I 
to the 
yOu fp the 
so desire. Opies Will 
Re 
H.R 
Tae 
bank 
are t 
4 reorg 
omm 
chan 
and 
tion 
the 
Nove 


Pending 
Legislation 


VER the signature of Robert M. 

Hanes, as Chairman of the Ameri- 
an Bankers Association Committee on 
Federal Legislation, a bulletin was re- 
cently sent to the Association’s mem- 
bership regarding Federal legislation of 
particular interest to banks. Attention 
was directed especially to bills still pend- 
ing at the close of the last session of 
Congress. This part of the bulletin is 
reprinted below. With respect to those 
bills which advanced, the extent of their 
progress is indicated. The absence of any 
reference to the status of a bill means 
that no formal action was taken by the 
committee to which it was originally 
referred. 


Extension of National Bank Branches 
$. 2347—McAdoo, Cal.). This bill au- 
thorizes a national bank to establish 
branches within the Federal Reserve 
district within which it is located if the 
law of the state in which the branch is to 
be located authorizes the establishment 
and operation of branches of banks 
organized under the laws of such state. 


Elimination of Chain Bank Systems 
S. 2348—McAdoo, Cal.). This bill 
limits, after three years from the date of 
its enactment, the stock ownership in 
member banks of the Federal Reserve 
System of any corporation to not more 
then 10 per cent of the stock of any 
such bank. 


Trust Indenture Act of 1937 (S. 2344 

Barkley, Ky.). This bill embodies cer- 
tain recommendations of the Securities 
and Exchange Commission with respect 
to the provisions of trust indentures and 
the qualifications of corporate trustees 
thereunder. 


Revision of National Bankruptcy Act 
H.R. 8046—Chandler, Tenn.). This bill 
contains a complete revision of the ad- 
ministrative provisions of the present 
bankruptcy law. Of particular interest 
are the changes made in the corporate 
reorganization section, largely on rec- 
ommendations of the Securities and Ex- 
change Commission, requiring an in- 
dependent trustee in most instances 
and mandatory reports on reorganiza- 
tion plans by the Commission where a 
substantial indebtedness is involved, 
the nature of such reports to be ad- 
“sory only. Bill passed by House. 
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Regulation of Bondholders’ Protective 
Committee (H.R. 6968—Lea, Cal.). This 
bill also embodies legislative recommen- 
dations of the Securities and Exchange | 
Commission denying the use of the | 
mails or instruments of interstate com- | 
merce to protective committees for the 
solicitation of proxies, assents and de- | 
posits, unless the committee member- | 


LIKE THE CHECKS 
MY BANK SUPPLIES” 


ship, the committee agreement, and | ee 


dealings of the committee and its mem- | 
bers in the defaulted securities, meet | 
certain qualifications and limitations. 
Bank reorganizations are exempted, as | 
are also solicitations by a group of not | 
more than twenty-five persons on their 
own behalf. 


Conservator in Bankruptcy Bill (H.R. | 


6963—Sabath, Ill.). This bill makes the | 
Securities and Exchange Commission a | 
Conservator in Bankruptcy with the 

duty to intervene in all corporate re- 

organization proceedings under section 

77B. In substance it covers the same 

ground as the corporate reorganization 

section of the Chandler Bill and the pro- 

visions of the Lea Bill regulating pro- 

tective committees. Bill passed by 

House. 


Interest on Public Demand Deposits | 
(S. 2680—Wagner, N. Y.; H.R. 7186— 
Steagall, Ala.). Eight bills were intro- 
duced providing various periods before | 
the prohibition against the payment of | 
interest upon public demand deposits 
should become effective. The two intro- 
duced respectively by the Chairmen of 
the Senate and House Banking and | 
Currency Committees appeared to have 
best chances of enactment. Only the 
Steagall Bill, which provides a two-year | 
extension period, made any progress. | 
It was reported favorably to the House, 
where it remained dormant at the close | 
of the session. The Wagner Bill provides 
a four-year extension. 


Government Ownership of Federal Re- 
serve Banks (H.R. 7230—Patman, Tex.). 
Under this bill the Government would 
acquire all of the stock of the Federal 
Reserve banks from the member banks. 
Other provisions deal with extension 
of privileges enjoyed by member banks | 
to F.D.L.C. insured banks under certain | 
conditions; increase in size of Board of 
Governors; Presidential appointment of 
Classes A, B and C directors; abolition 
of Federal Advisory Council; constitut- 
ing Board of Governors the Federal 
Open Market Committee; and removing | 
limitation on increasing or decreasing | 
reserve requirements. 


Escheat of National Bank Deposits | 
(S. 376—Steiwer, Ore.; S. 521—Wheeler, | 


Kansas City 


Our interest in a job 
doesn’t end when our 
inspectors place their 
stamp of approval on it. 
Our responsibility 
doesn’t end when we 
ship it from our plant. 
Nor does it end when 
the bank decides it is 
acceptable. Only when 
the user of the checks is 
satisfied are we satisfied. 
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Lithographers and Printers 
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to his face 


"Ie 1 didn't think the boss 
would get the idea I was trying to 
run his business, Id like to tell him 
a thing or two. He’s the hardest- 
working man I know—but a good bit 
of it is just plain unnecessary. He's 
always taking a crack at Nichols. 
Says Nichols is out of the office two- 
thirds of the time. But I know about 
Nichols— 

“I know his secretary, and I know 
how Nichols works. He’s a great guy 
for cleaning up details the minute 
they arise. Keeps an Ediphone at 
his side—right next to the telephone 
—and uses it even more. Simply tells 
the Ediphone when he wants to be 
reminded of something. Or, he fin- 
ishes a phone call and turns to his 
Ediphone. He gets problems off his 
mind as soon as they come up. 

“T tell you I’m in favor of this 


PREFERENCE 
6 


I wish I could say this 


Voice Writing idea. Edison was a 
smart man to think of it. It gives a 
girl a chance to get things done—lets 
her be a man’s assistant instead of a 
waiter-arounder. Half the things he 
says I haven't time to do for him, I 
could do, if he’d just modern up a 
hit and phone the Ediphone man. It 
wouldn't hurt him to hear the story 
anyway. If he and [ could get out of 
the dark ages, he’d have more time 
to do the really important things— 
he might get a raise—and I might, 
too.” 
7 


An Ediphone permits you to handle instrue- 
tions, memos, inquiries, letters, reminder- 
dates instantly ..inereases your personal 
business capacity 20% to 50%. Use it for 
every activity where “your voice points the 
way”. Investigate! Telephone the Edi- 
phone, your city, or write Dept. K67, 
Thomas A. Edison, Inc., West Orange, N. J. 


VOICE-WRITE WITH THE 


iphone 


FOR EDIPHONE 


PERSISTS 


| Mont.). The Steiwer Bill subjects na. 
tional bank deposits to the escheat laws 
of the state in which such bank is . 
| cated; the Wheeler Bill escheats such 
deposits to the Federal Government. 


Reserve Requirements of Federal Rp. 
| serve Member Banks (H.R. 5861—V oor. 
his, Cal.). This bill gives the Board of 
Governors of the Federal Reserve Sys- 
tem the right to increase reserve te. 


| 
quirements without limit. 


Marginal Requirement Regulations 
(H.R. 6733—Meerritt, N. Y.). This bill 
imposes a stricter standard for regula- 
tions of the Board of Governors of the 
| Federal Reserve System governing 
| margin requirements. 


Waiver of Stockholders’ Liability (H.R. 
| 7187—Steagall, Ala.). Under this bill 
the Federal Deposit Insurance Corpora- 
tion waives its claim to recoveries on 
account of stockholders’ liability in 
| favor of any person against whom such 
liability might be asserted. Bill reported 
favorably by House Banking and Cur- 
rency Committee. 


Exclusion of Deposits from Assess- 
_ ment Base (S. 217—Byrnes, S. C.; H.R. 
3482—Williams, Mo.). The Byrnes 
Bill excludes interbank deposits from 
| the F.D.I.C. insurance assessment base, 
while the Williams Bill excludes public 
deposits from such base. 


Monetary Control Bills (S. 1990— 
Thomas, Okla.; H.R. 7188—Goldsbor- 
ough, Md.). The Thomas Bill constitutes 
the Board of Governors of the Federal 
Reserve System a Federal Monetary 
Authority, with power to regulate the 
supply and value of United States cur- 
rency and also power to control reserve 
requirements, discount rates, eligibility 
of collateral and open-market opera- 
tions. The Goldsborough Bill is mod- 
eled on the Major Douglas Social Credit 
Plan. 


Federal Mortgage Bank (S. 1166— 
Wagner, N. Y., Pepper, Fla.). This bill 
creates a billion dollar Federal Mortgage 
Bank, $100,000,000 worth of the stock 
of which would be owned by the United 
States and the balance would be offered 
to the public. Federal Reserve member 
| banks are permitted to buy stock to the 
| extent of 1 per cent of their investment 

in mortgages. The Mortgage Bank loans 
| on, or buys, mortgages meeting certain 
| eligibility requirements, from borrowers 
| or sellers meeting certain qualifications. 
(CONTINUED ON PAGE 10) 


BANKING 


WELL 
at top of 
the comy 
ance it 
not be kc 


Arriviny 
exact siz 
removin 
made ac 


midtow 


é insur 
| the s 
> 
) 
9, 
Safe a 
crowd 
ing” ¢ 


Getting the breaks . . . fixed 


Every 20 minutes a plate of glass breaks somewhere. Most big ones are 


insured ...and The Maryland prides itself on getting them replaced in 


the shortest possible time. 


WELL KNOWN TO MOST READERS is this phrase, which always appears 
at top of Maryland Casualry Company advertisements. In few words it describes 
the company's business, its reason-for-being. When applied to plate glass insur- 
ance it means... ."even though your show window be shattered, its value need 
sot be lost for long, your budget need not face a sudden blow.” For example 


Arriving at the store with a plate cut to 
exact size, the replacement crew begins 
removing the broken glass...a job 
made additionally difficult by the heavy 
midtown sidewalk traffic. 


Across the sidewalk, from the specially- 
built truck to the window, is a short 
but perilous journey. These men are 
highly trained ... receive as high as 
$1.65 per hour, $3.30 for overtime 


Safe and snug in her new home...and A new window, ready for the lettering 

+ workman tightens up the metal re- man only 2 hours and 25 minutes 

ining bars. Tension is over. The after The Maryland was notified. It’s 

crowd of curious onlookers “supervis- service like this--fast, efficient, willing 

ing” the job, moves on. —that sells Maryland plate glass poli- 
cies throughout the country... keeps 
them sold. 
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SOMETIME DURING THE NIGHT, 
a lone automobile speeds down a de- 
serted street, hurls a stone through the 
large glass window of a clothing store 


Turned end to end on a felt pad, the 
big glass is moved carefully into posi- 
tion. Though delicate enough, a sheet 
this size weighs 360 pounds. Handling 
it is truly a job for experts 


Covered by a Maryland plate glass pol- 
icy, the store notifies the local Maryland 
agent...who orders a glazier to replace 
the window immediately. Because of 
the agent's volume of business he can 
demand fast service ...get it. 


In she goes — and everybody heaves a 
sigh of genuine relief, for one slight 
mistake out om the sidewalk would 
have meant a $117 piece of glass re- 
duced to salvage. 


A Maryland plate glass insurance policy can be had to cover 
any type of glass...in stores, homes, churches. Special policies 
also are written for glass signs, automobile windows and art 
objects. Their cost is extremely low for the protection they bring. 
Ten thousand Maryland agents throughout the United States, 
Alaska, Canada, Cuba, Puerto Rico, the Canal Zone and Hawaii 
know plate glass insurance. A phone call to the one near you 
will bring accurate estimates, sound advice. 


THE MARYLAND 


MARYLAND CASUALTY COMPANY + BALTIMORE 


The Maryland writes more than 20 bonding lines, including .. . Fidelity 

Bankers’ Blanket...Contract...Check Alteration and Forgery... Depository 

Fraud ...Public Official Bonds... Judicial. More than 40 types of Casualty 

Insurance, including... Aircraft... Engine... Automobile... Burglary... Boiler 

Elevator... Accident and Health... Fly-Wheel...General Liability...Plate 

Glass... Electrical Machinery . . . Sprinkler Leakage . . . Water Damage 
Workmen’s Compensation. 
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The subject of this advertisement is something about which 
most people know very little . . . yet it affects the welfare of every 
man, woman and child in America. You cannot see it... yet it 
watches over you every moment of the day and night. It has no 
substance . . . yet it is the basic foundation of homes, stores 
and factories. It generates no power . . . yet it makes trains 
move and ships sail. It has no political authority . . . yet with- 


out it, business and industry would be halted within the week. 


The only tangible evidence of this invisible force is a slip of 
paper... your capital stock company fire insurance policy,* 
your dependable protection against financial loss by fire. More 
than thirty million such pieces of paper insure over one hun- 


dred and fifty billion dollars worth of American property. 


But, protecting property-owners from financial loss in case of fire 
is only half the story! Do you know that the 200 capital stock 
fire insurance companies comprising the National Board of Fire 
Underwriters constantly work to prevent fire .. . to prevent loss 
of life and property? Do you know that it is due to the whole- 


hearted cooperation developed between this group and the 
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manufacturers of appliances used in homes . . . the authorities 


charged with supervision ofschools, hospitals, theatres, churches, 
office buildings, factories . . and the fire departments throughout 
the nation . . . that homes and all other buildings in which people 
congregate are made safer against fire? Do you know that for 
years these capital stock fire insurance companies have pro- 


moted better building laws and the use of safer building materials? 


These are just a few of the many things being done to safe- 
guard life and property by the capital stock fire insurance 
companies comprising the National Board of Fire Underwriters. 
The public benefits through greater security of life and prop- 
erty... the companies by reduced fire losses . . . the policy- 
holders in lower insurance costs. Stock fire insurance rates 


have steadily declined over a long period of years. 


So, you see there is vital significance to nearly everybody in that 


little slip of paper... your stock company fire insurance policy. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS 


85 John Street, New York 


National Organization of Capital Stock Fire Insurance Companies « Est. 1866 


conflagration’: 
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a basic feature of the capital stock company 
fire ,nsurance system, always available > 
when any policyholdes needs prompt gervice- pee J 
$y, 
HUMAN LIFE is safeguarded 
by rigid tests for fire safety 
electrical devices» puilding mate- 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning: 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 


J 
\ 


EXECUTIVE OFFICE NEW YORK - 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 


MOTORS convenient maturities 
BEDFORD, VAUX- 

INSTALMENT 
HALL, OPEL, BLITZ— PLAN current discount rates. 


These NOTES are available, in limited amounts, upon request. 


and denominations at 


BRANCHES IN PRINCIPAL CITIES 


s left with ‘you 


prospects. A sound basis 


A request on your bank letterhead will bring you promptly samples of 


Hammermill Safety and specimen checks in bank and commercial 


HAMMERMILL PAPER COMPANY... ERIE, PENNSYLVANIA 


(CONTINUED FROM PAGE 6) 
Agricultural Reserve Note Act (H.R 
1645—Jones, Tex.). This bill provides; 
new form of currency similar to Federal 
Reserve notes, to be issued by Federal 
Intermediate Credit banks. Such Notes 
would be secured by a reserve of $800 - 
000,000 withdrawn from the gold stabi- 
lization fund and by all unpledged assets 
of the banks other than real or tangible 
personal property. Bill reported favor. 
ably by House Agricultural Committee. 


Fair Labor Standards Act (S. 2475~ 
Black, Ala.). This bill revives to a lim- 
ited extent the principle embodied in 
the N.R.A. A Labor Standards Board 
is created, empowered to fix minimum 
wages at not more than 40 cents anhour 
and maximum hours at not less than 
forty hours a week. The Board’s regula- 
tions apply to all employers and em- 
ployees engaged in the production and 
transportation of goods shipped in in- 
terstate commerce or in occupations 
directly affecting interstate commerce, 
with certain large groups, such as rail- 
road employees and agricultural labor, 
exempted. Under the rules and regula- 
tions of the Board, persons engaged in 
| executive or administrative capacities 
also are exempt. Bill passed by Senate. 
Reported favorably by House Labor 
| Committee. 


| Postal Savings. Four bills were intro- 
| duced affecting the Postal Savings Sys 
tem. One (H.J. Res. 157, Coffee, Wash.) 
permits checking accounts. Another 
(H.R. 3146—Schneider, Wis.) increases 
| the maximum individual deposit. A 

third (H.R. 5189—Biermann, Ia.) pro- 

vides for the liquidation of the System. 
| The fourth (S. 130, Robinson, Ark.) 
provides for the sale of postal savings 
stamps to school children. 


SUBJECTS NOT CONSIDERED 
BY CONGRESS 


Postal Savings. No appropriate op- 
portunity was presented, because of the 
complicated legislative situation, for the 
introduction of an Association-spon- 
sored measure designed to place the 
operation of the System on a non- 
competitive basis. 


Social Security Act. No amendments 
to the Social Security Act were offered 
for the consideration of Congress. 


State Taxation of National Banks. No 
amendments were proposed to section 
5219 of the United States Revised Stat- 
utes. Several state legislatures, however, 
memorialized Congress on this subject. 
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This young lady has 
5 Pairs of hands! 


NY girl can post and prove 
FA. five trust department rec- 
ords in one-fifth the time re- 
quired by pen and ink posting. 


Why? Because the Remington 
Rand “85” has made it possi- 
ble to prepare five trust rec- 
ords in one easy posting opera- 
tion. Journal, principal cash 
ledger, principal statement. 
asset record by name of trust. 
and security record by name of 
investment... all are posted 
with print-like neatness. 


Automatic Accuracy. Anoth- 
er time-saving feature is that 
the Model “85” computes bal- 


ances automatically. Also, it 
accumulates receipts and dis- 
bursements as a by-product of 
the posting operation, for com- 
parison with a pre-determined 
total. Chance of error is cut to 
the barest minimum. 


Free service of specialists. 
Today’s increased trust busi- 
ness demands new high-speed. 
work-saving methods. Let 
Remington Rand accounting 
specialists apply them to fit 
your specific needs and save 
you money. Phone our local 
office or write Remington Rand 
Inc., Accounting Machine Di- 


vision, Buffalo, N. Y. 


OK. from Remington Rand 


MANUFACTURERS OF ALL 
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E MACHINES AND SYSTEMS EQUIPMENT P 


ONLY REMINGTON RAND 
GIVES YOU ALL THESE FEATURES 
IN ONE ACCOUNTING MACHINE 


1. Complete electrification 
mop keys and of Carriage. 
flexibility of registers, providin 
achine. itional regi imited 
only by length of carriage. Ssceieaves 
registers visible for columnar accum 
pre n All registers 
subtraction, Providing 
ithin speci i 


4. Complete automat; 
ma 
umn to column. tie tabulation from col- 


5. Complete visibilit iting li 
easy checking of 
6. Automatic line 


roof of indivi 


Independent control 
oO 


of all alphabet, 


of each related form 
eously, 
lity of all records. 
Remington Rand Inc., Buffalo 
single manufacturer who can 
e trust accounting Systems 


asst ibili 
assume complete responsibility, 


ROVIDING COMPLETE INSTALLATION AND FULL RESPONSIBILITY 
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COMMERCIAL 
INVESTMENT 
TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess | 
of $65,000,000, provides a_ | 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 


branch offices throughout the 
United States. This service, 
which consists of purchasing 


self-liquidating accounts, ex- 
tends to automobile dealers, 


household appliance dealers, 


and to manufacturers and 


dealers in many lines of indus- 


trial, commercial and profes- 


sional equipment, including 


the heavy goods industries. 


C. 1. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 225 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed upon request. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust, Incorporated 


1 Park Ave., New York, N.Y. 


WASHINGTON 
BRIEFLY 


Washington, D.C. 


| GO FAR AS the wishes of the Federal 
| Administration will control, the 
cotton aid portion of the new farm 
bill will be along familiar lines but 
moderate. There is to be a “moderate 
adjustment of production” designed to 
_ produce an average of around 13,000,- 
| 000 bales of cotton per year while at 
the same time maintaining the soil im- 
provement campaign. This is to be ac- 
complished by the usual payments from 
the Treasury which, if the Administra- 
tion can find a way, will be financed by 
a new but moderate processing tax. 
| Encouragement also is to be given, pre- 
| sumably by bounties, for new uses of 
cotton and the production of home food 
and feed crops in the cotton states. Ex- 
| port of the staple is to be encouraged by 
maintaining moderate prices but in-| 
creasing the income of producers by 
Government payments. The usual ma- | 
_chinery for loans to prevent price col-| 
| lapse will be continued and marketing 
quotas would be imposed in time of 
| emergency as a means of preventing 
| disastrous surpluses. The whole plan is 
| to be shaped to provide for an “ever 


| normal warehouse”’ for cotton. 


THE LATEST QUIRK in the capital 
| gains tax situation is a proposal, said to 
| be favored by the Government com- 
| mittee considering tax revision, that 
_ hereafter the tax will be applied on an 
| accrual basis—in other words, on the 
basis of the taxpayer’s holdings rather 
than upon his sales. Each year security 
holdings will be inventoried as one 
| would list merchandise and the tax will 
be applied upon the basis of the increase 
or decrease in value of the holdings as 
compared with the previous year’s list- 


| ing. By this method there would be no | 
|inducement for the owner to hold} 


stocks rather than sell and pay the 


| Government will take its share of the 
increase, sale or no sale. 
* * * 


THE UNITED STATES SAVINGS BOND | 
total has passed the $900,000,000 point | 
in face value which is several times that 
predicted by critics a couple of years 
ago. Treasury authorities are talking 
about a $5,000,000,000 total by 1940. 
Savings banks would have much to say 
about this situation and prospect if it 
were not that they are having a hard 


Government a share of his profits. The | 


The Factor speaks: 


The business man 
of today who fancies 
that his problems are 
new, would do well to 
read the records of 
15th and 16th cen- 
tury merchants. For 


example, a corres- 
pondent of the great commercial house of 


Fugger, writing to the home office at Augs- 
burg in 1580, complains: ‘All commerce 
diminishes. This country is no longer as it 
was formerly.”’ And in 1570 the correspond- 
ent at Antwerp wrote, speaking of several 
failures, through which he had sustained 
heavy loss: “It will probably not end with 
these two, but they will drag the others 
down with them . . . Perhaps the gallows will 
be their summer dwelling.’’ G The modern 
factor interposes a cushion of ready cash and 
of credit validation between the merchant 
or manufacturer and the various hazards and 
uncertainties that have beset business men 
in all countries and times. 


“THE FACTOR” on request 


James Talcott, Inc. 


225 Fourth Ave. New York City 
1854 1937 


Never-ceasing effort to reduce 
the frequency and severity of 
accidents is one reason for the 
success of Employers Mutual. 
Through reduced number of 
claims, improvement in expe- 
rience rating, and greater pro- 
duction, its policyholders make 
substantial savings in Work- 
men's Compensation Insurance. 
Ask for complete information. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 
HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 
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_Adding Another Reputation 
TO YOUR OWN 


F ALL professional men, bankers 
probably know best the value of 


a good reputation. They desire it for 
themselves, look for it in each other, and 
demand it from their customers. 

You are only being logical, then, when 
you search out a Bank Stationer who 
values his own good name. For the 
checks, letterheads and external forms 
which you put in the mail every day bear, 
not only the bank’s name, but the mark 
of the craftsmen who made them. That 

"mark is evident in the cleanness of line, 
the precision of spacing, the evenness of 
| color which make good lithography and 

| engraving the monopoly of experts. 

When you buy your stationery from 
any member of this Institute, you know 
that another reputation is being added 
to your own. It is a reputation which has 
been built and is maintained by modern 
equipment, experienced personnel, 
infinite care and reasonable prices. 


THIS ADVERTISEMENT IN THE INTEREST OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC IS SPONSORED BY 


THE INSTITUTE OF g 
BANK STATIONERS 


120 WALL STREET, NEW YORK 
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Texas 


Is a Rich 
Market for 
YOUR 


CLIENTS 


is moving 
into Texas to capture a 
growing share of the new 
wealth created by favorable 
conditions in the basic indus- 
tries of this State. 


Seventy per cent of all the 
crude petroleum produced in 
the United States comes from 
oil fields that are reached by 
an overnight railroad journey 
from Fort Worth. 


Livestock prices are the 
highest in 17 years, and Tex- 
as cattlemen are prospering 
as never before. 


Texas wheat, millions of 
bushels, sold for the highest 
price it has brought in a 
number of years. 


Your clients who are in- 
terested in expanding are in- 
vited to inquire of The Fort 
Worth National Bank for 


information on this market. 


ForRT WORTH 


NATIONAL 
BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORP. 


time securing a proper return on the 
| funds they now have for investment. 


* * * 


THE RESUMPTION OF GOLD PURCHASES 
on the London open market for hoard- 
ing purposes seems to forecast new 
developments in the European financial 
situation. For the moment it dried up 
the flow of gold to the United States but 
no one conversant with the situation 
believes that the condition is at all 
permanent. The technique seems to be 
to build up hoards in Europe, mostly 
held in Great Britain, and then to dump 
them in the United States. In Septem- 
ber 1936 gold hoards on the other side 
of the Atlantic were estimated from a 
billion and a half to two billion dollars, 
two-thirds of which was held in London. 
The first substantial movement of gold 
out of these unofficial holdings occurred 
a year ago when perhaps $225,000,000 
of dis-hoarded gold found its way to the 
United States in the course of three 
months. The second movement took 
place last Spring when $775,000,000 
gold was received in this country be- 
tween the last of March and the middle 
of July, most of which was dis-hoarded 
gold. Reasoning by experience and 
analogy, a new flow of hoarded gold in 
this direction may be expected to com- 
mence about the first of the new year. 

* * * 


How FAR HINTs may forecast official 
action is somewhat doubtful but the 
implication of certain remarks made by 
Treasury officials with respect to the 
undistributed corporation profits tax 
have been generally taken to promise 
some modification of the law early in 
the next session of Congress, if not in 
the special session. 

* * * 

ANNOUNCEMENT THAT THE R.F.C. 
will make no loans hereafter which do 
not represent an emergency must be 
taken as an indication of broad policy 
rather than immediate practices. Direct 
loans to commercial and _ industrial 
businesses have been steadily though 
slightly increasing—a $10,000,000 in- 
crease between March 1 and September 
1, for example. So have loans for self- 
liquidating enterprises, loans to drain- 
age and irrigation districts, and miscel- 
laneous loans. Loans to railways in- 
creased slightly during the six months. 
Other loans have decreased. Most of 
the increases represent commitments 
made some time ago. The decrease in 
advances to financial institutions has 
been steady and material. 


* * * 


| WITH FARM MORTGAGE LOANS of the 
Federal Land banks and Land Bank 


fire 


windstorm 

automobile 

earthquake 

sprinkler leakage 
explosion, riot and 
civil commotion 

use and occupancy 
rent and rental value 
annual transit 

fur floater 

parcel post 

personal effect floaters 
trip transit 
miscellaneous scheduled 
property floaters 


An excellent company — Ask your broker or agent 


MILLERS NATIONAL 
INSURANCE COMPARY 


ESTABLISHED 1865 
HOME OFFICE + CHICAGO 


IN MVVON AL 
FIRE INSURANCE 
COMPANY 


PIV PA. 


SIX YEARS 
OF 
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Sell om « Sound 


ONLY THE FARMER WHO MAKES MONEY 
Remains A GOOD CUSTOMER 


Allis-Chalmers dealers are trained to sell goods 
on bankers’ terms. 


They have been schooled to the principle 
that Allis‘-Chalmers equipment must pay the 
owner a profit. Unless a farmer betters him- 
self with our equipment, he does not RE- 
MAIN a good customer. Our dealers are con- 
stantly reminded that only by helping the 
customer can we help ourselves. 


An Invitation These Allis-Chalmers dealers have a line of 


To promote a better understanding of our mu- 


nual problems, Allis-Chalmers invites the cor. | €QUipment that is economically sound. They 
respondence of bankers on questions pertaining = se]] on a sound basis. That is why their paper 


to the sale and financing of tractors and power 


aiaing equipment. has come to be so favorably known. 


BELOW: Higher working speed enables this low-cost Allis-Chalmers tractor to accomplish more each day than 
larger, slower tractors of higher first cost and higher operating cost. 


ALLIS-CHALMERS 


TRACTOR DIVISION—MILWAUKEE 
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ECONOMIZE 


Shin Papers 


When a strong, uniform 
Thin Paper is used in place 
of a heavy, bulky sheet or 
a cheap, flimsy thin paper, 
there is a tremendous saving 
in Typing, Mailing and 
Filing expense. 


The TOTAL SAVING 
involved by using a high 
grade, rag content Thin 
Paper is far greater than the 
difference in cost between 
it and a heavy, bulky sheet 
or a cheap, flimsy paper. 
When Typing, Mailing «and 
Filing Costs are included, 
the high grade, strong Thin 
Paper is far more econom- 
ical and satisfactory. 


The following are recom- 
mended for Records, Forms, 


Thin Letterheads, Copies, 
Advertising Literature, etc, 


FIDELITY ONION SKIN 
100% Rag 


EMCO ONION SKIN 
100% Rag 


SUPERIOR MANIFOLD 
25% Rag 


? 


| authorities. 


Commissioner outstanding September 1 
at $2,873,966,125, these agencies of the 
Government are now estimated to hold 
a little over 40 per cent of the total farm 
mortgage indebtedness of the entire 
country. 

The proportion is steadily increasing 
in spite of the resumption of farm 


| mortgage lending by banks, insurance 
| companies and other private agencies. 


* * * 


OPERATIONS UNDER THE NEW Hovus- 


| inG Act are getting under way with 


difficulty. 

The success of the plan depends 
upon the organization of local housing 
Now that the Federal 
Authority has been organized it has 
been found that there is no enabling 
legislation authorizing the establish- 
ment of such authorities in 18 of the 


| states, while in the remaining 30 states 
| which have some form of enabling 
| legislation it is so faulty that little if 
| any thing can be done under it. 


In 11 states which have authorized 


| housing authorities, none has been or- 
| ganized and in some cases the authori- 


ties have been organized on paper 
only. 
* * * 


THE PRODUCTION OF GOLD during the 


| first eight months of the current year as 
| reported by the American Bureau of 
| Metal Statistics has run about 8 per 
| cent above the record production of 


last year—i.e., 19,628,000 ounces as 
compared with 18,209,000 ounces. This 
means a year’s output of over a billion 


| and a quarter dollars as compared with 


around $400,000,000 of annual output 
under old valuations and conditions. 


* * * 


SINCE A FEDERAL Court has denied 


the petition of the Alabama Power 
| Company for an injunction to restrain 
| the Rural Electrification Administra- 


tion from lending money for the con- 


| struction of electric power lines, it is 
| expected that the loan business of the 
| Administration will expand more rap- 


idly. 
Up to September 30 the Adminis- 


| tration had drawn a little less than 
| $20,000,000 from its appropriation of 


approximately $60,000,000. There is 


| little doubt, however, that its very 
| existence has stimulated power line 


construction by private interests in 
several states. 
* * * 


THIRTY-ONE RAILWAY reorganizations 
are pending before the Interstate Com- 
merce Commission. Formal reorganiza- 
tion plans have been filed in 18 of these 


cases, 13 by the Management, trustees 
or security holders of Class I roads, U 
to date no case has reached the final 
stage. 

Practically all the delay has been due 
to disputes within the organizations of 
the roads themselves. 


* * * 


THE LIQUIDATION of failed national 
banks since the banking holiday of 1933 
on the whole has had better results 
than the all-time average. The aggre- 
gate of payments to secured and unse- 
cured creditors up to a year ago aver- 
aged 76.30 per cent of the total claims. 
The average of all receiverships from 
March 1933 to October 1, 1937, was 
79.85 per cent. Unsecured creditors in 
receiverships since March 1933 received 
dividends of 67.95 per cent which is 
approximately 1.5 points above the pre- 
vious average. 


* * * 


THERE IS GENERAL EXPECTATION that 
the bounty to silver producers repre- 
sented by the difference between the 
price at which the Treasury buys 
American-mined silver and the open 
market price will be continued after 
December 31, on which date it will ex- 
pire unless renewed by the President. 
The bounty for some time has repre- 
sented approximately a 75 per cent 
advance over the world price, ie, 33 
cents on the average world price of 
around 44 cents. The international 
silver agreement also expires with the 
current year but there is considerable 
doubt whether other nations party to 
the agreement will consent to its con- 
tinuance. 

Purchases of silver by our Govern- 
ment under the Silver Purchase Act 
have supplanted all other factors in 
the control of prices of the metal. Other 
nations see little reason to bind then- 
selves to accomplish what the American 
Treasury is accomplishing for them. 


* * * 


DEPOSITS OF FOREIGN CENTRAL BANKS 
in the Reserve banks have formed 4 
considerable factor in the money mar- 
ket lately by their “in and out” policy 
of investing in Treasury bills or other 
short term placements when the rates 
are fair, and withdrawing them when 
rates become inconsequential. Recent 
shifts have run between $40,000,000 and 
$50,000,000 a week. Such deposits in the 
Reserve banks early in October reached 
close to $300,000,000. 

GEorGE E, ANDERSON 
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BANK CHECKS with 


ARROWHEAD SA FETY. The straight line pattern is the common preference 


of the day. It is part of a reactionary evolution directed towards simplicity, efficiency and 


readability. Next to the plain surface of Gilbert Safety the simple horizontal pattern appear- 
ing upon Arrowhead Safety is most conducive to legibility in bank checks. 

No matter how long a check book is carried by a depositor the creased blanks retain their smooth 
lintless surface and protective qualities perfectly. 

When modernizing your bank choose ARROWHEAD SAFETY for the 

depositors check books and other negotiable papers and important records. 


Your printer or lithographer will gladly proof your next orders on this stream- 
lined safety paper. ARROWHEAD SAFETY. 


GILBERT PAPER COMPANY, MENASHA, WIS. 
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by installing 


Trust Company of Georgia 


arrie 


Air Conditioning 


OUT-OF-DATE? Not 
* the Trust Company 
of Georgia! Although 
the building itself is 
40 years young—it of. 
fers its tenants and 
clients advantages as 


new as tomorrow's or W 
newspaper: sound. each 
proofing . . . modem cities 
lighting . .. and 4 sta 

Provisions for Year ‘Round Comfort hold 
rier Air Conditioning. Gov 
clientele for 40-Year-Old-Building 


] 
365 DAYS A YEAR, clients of the Trust QUIET, PLEASE! And quiet it is! No open BUSINESS OFFICES... both those of the bank est 
* Company of Georgia transact business * windows to let in street noises—or let in * and those rented to tenants . . are = ] 
in quiet comfort. For the Carrier System cools dust and dirt. Ask the Directors of the Trust comfortable with Carrier Air Conditioning. we 
and dehumidifies the air in warm weather— Company of Georgia how they enjoy Carrier in all—regardless of age—there s not ys the 
heats and humidifies the air in cool weather, Air Conditioning. They'll tell you it’s a great more up-to-date building anywhere than the 
provides gentle circulation of air al] the time. investment—both for comfort and efficiency. 40 year old Trust Company of Georgia. Ins 
tot 
ier Air Conditioni sa 3s employee for owning and operating Go 
NSTALL Carrier Air Conditioning Makes OLD Buildings poi 
—and immediately you accom- the Carrier System. * pv ani 
i j e ‘ 
plish three things: 1. You attract Like NEW building re 
Vv 
more tenants and secure better rent- and ree hoon pre W 
ing rates. The American Bank Build- constantly maintained an occupancy to walls and cei ings. $6) 
ing, New Orleans, for example, has of 98% since installing Carrier Air | While it's fresh in your mind, ask 
Conditioning. 2. You increase per- your local Carrier representative to [ 
| sonnel efficiency, reduce absence tell you more about Carrier Air Con- Sit 
ncmecomen st ee due to illness. Proof: In the Northern ditioning—the same system used in lg 
Please send me “Air Conditioning in Your Trust Company, Chicago, absence the U. S. Capitol, the R. [. A. Build- 
Bank Will Bring 9 Advantages.” d Ne 
was reduced 50%—at an average ing, the liner “Normandie,” an aks 
; world around. No obligation: 
cost of only six cents per day per the g 
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Some Matters of Importance 


By ALBERT W. ATWOOD 


ERE is nothing dry in statistics to those who take the 
Trou to go behind them. Perhaps it may be bold to 
say which question is uppermost in the minds of bankers 
or which dwarfs all other considerations, but the condition 
each week of the reporting member banks in 101 leading 
cities comes very close to furnishing a clue. Take the October 
4statement, for example. It shows decreases for the year of 
$1,433,000,000 in direct obligations of the United States 
Government, $125,000,000 in obligations fully guaranteed by 
the United States Government, and of $349,000,000 in other 
securities. This is a total decrease of $1,907,000,000, mostly 
in Governments. 

In any case an almost endless series of pertinent and in- 
deed of controversial questions present themselves as to the 
policies of the Treasury and Federal Reserve as well as of 
the present and future attitude of bankers toward Govern- 
ment obligations. On these questions practically every 
banker has a more or less definite opinion. But there is one 
point, of first importance, and primarily of a factual nature, 
which is too often overlooked. 

I refer to the fact that for whatever reason banks have 
been selling Governments, these same obligations have been 
absorbed elsewhere in the national structure of investment 
and savings. There are no exact figures on this point, and 
| perhaps that is one reason why so little attention has been 
paid to it. But we can be fairly sure that trust funds have 
continued to absorb Governments. The term trust funds is 
here used to include not only trust accounts in banks and 
trust companies, but endowments and investment trusts. 
While there are no official figures a carefully prepared private 
estimate indicates that at least $6,500,000,000 are so held. 

It is also common knowledge that life insurance companies 
were heavy buyers of Governments in the first half of 1937, 
the holdings of company members of the Association of Life 
Insurance Presidents on July 31 reaching the impressive 
total of $5,200,000,000. 

It is well known also to students of this subject that 
Government trust accounts themselves bave become im- 
portant factors in the purchase of Government obligations, 
and this may be said to be the third notable source of pur- 
chasing power in the Government bond market at a time 
when banks were selling. 


“Regulation A”’ 


ly is a common saying in Washington that the regulations 
a which follow a new law are as important as the law itself. 
Since the beginning of the depression there have been various 
legislative changes governing discounts and advances to 
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member banks by the Reserve banks. Now comes a new 
regulation. 

Most of the changes concern “advances” rather than 
“discounts”. However especial attention is called to the fact 
that certain classes of paper of commission merchants and 
finance companies, including paper drawn to finance instal- 


ment sales of a commercial character, now become “eligi- 
ble”. 

Among the liberalized advances are a number of different 
categories, all of interest to bankers, including the one which 
has to do with loans for building construction. In general 
these features are officially explained and defended on the 
ground that strict observance of the form which bank paper 
takes is less of a factor in solvency than careful regard to its 
quality. Soundness and not strict eligibility is the slogan. 

In the last bulletin of the Governors of the Federal Re- 
serve System is a sentence which should be pondered long 
and carefully. Boiled down to its essence the thought is as 
follows: 

Banks carry time as well as demand deposits, which means 
that they carry the savings of the people. They are acting 
rightly therefore in investing part of their funds in long time 
paper, but the Reserve banks should be able, in case of need, 
to lend on long time as well as short time paper. 


Educated Bankers 


i. LUTHER A. HARR, Pennsylvania Secretary of 
Banking, was quoted in a recent speech as saying that 
bankers should be required to have a minimum of training 
and education, no less than doctors and lawyers. He de- 
clared it to be just as important in the case of those who 
handle our investments and protect our savings as for those 
who extract our teeth and defend us in court. Curiously 
enough only a few days before the newspapers had told of the 
action of the executive committee of the Washington Bank- 
ers Association in approving the establishment of a school of 
banking at the University of Washington. 

No one doubts that there will be more formal education of 
bankers in the future than in the past. Such is the tendency 
in nearly all lines. 

But two points should be made. First, there is now and 
long has been an enormous amount of intensive training and 
education of bank officers and employees, notably through 
the American Institute of Banking and the equally successful 
Graduate Schoo] of Banking at Rutgers University. Second, 
no miracles are going to come from formal educational 
requirements. Desirable as they are they constitute only one 
of many factors which fit a man for his work. 
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How Much Is I Per Cent? 


By HERBERT V. PROCHNOW 


SSUME you have $6,800. You decide on July 1 to open 
A two savings accounts for $3,400 each in two different 
banks. Each bank pays 1% per cent on savings de- 
posits. Exactly the same deposits and withdrawals are made 
on the same dates in each account. Six months later, on 
January 1, would there be any difference in the amount of 
interest paid by the two banks? 

This problem may sound like those in the old eighth grade 
arithmetics. However, there is one fundamental difference. 
In the old arithmetic books you could always look in the 
back of the book for the answer. But there isn’t any answer 
to this problem. Or rather, there are all kinds of answers, 
depending on the bank. 

Before examining the details, let’s turn back the calendar a 
few years. In the late 1920’s some of us made extensive sur- 
veys of how banks figure savings interest. A savings interest 
problem was submitted to hundreds of banks. Each bank 
that answered reported the rate it paid on savings deposits 
and the amount it would pay in dollars on the account sub- 
mitted as an illustration. There were wide and almost un- 
believable variations in the amount paid on the same ac- 
count by banks advertising the same interest rate and 
located in the same general community. 

The American Bankers Association at that time prepared 
suggested uniform methods of figuring savings interest. 
These suggestions were available to all banks. Eight or nine 
years have passed and it has seemed worthwhile to see 
whether the suggestions then made had ever “taken”. The 
following savings problem was, therefore, submitted to banks 
in a number of states, and scores have reported their answers: 


HOW MUCH INTEREST WOULD YOUR BANK PAY A DEPOSITOR WHO 
HAD THE FOLLOWING ACCOUNT ON YOUR BOOKS FROM JULY 1 TO 
JANUARY 1? 
Deposits Withdrawals Balance 

$3,400.00 
3,500.00 
3,550.00 
3,350.00 
3,500.00 
3,150.00 
3,250.00 
3,300.00 
2,300.00 
2,400.00 
1,850.00 


$200 .00 


350.00 


1,000.00 
600 .00 


Each bank was also asked to indicate the rate paid on its 
savings deposits. 

A tabulation of this survey indicating the amount of 
interest that would be paid on this account by different 
banks, according to the rate prevailing in each bank, follows: 


Banks paying 1 per cent interest 

Banks paying 1)4 per cent interest 

Banks paying 2 per cent interest............. 5.00 
Banks paying 2)4 per cent interest........... 23.12 


A depositor of one bank advertising a 2 per cent rate on 
20 


savings would receive interest of $5 on this account; from 
another bank, also paying a 2 per cent rate, he would get $28. 
The interest rate seemingly does not mean anything. But 
the method of figuring interest does. 

It may be said that a bank should use whatever method it 
wishes in figuring interest on savings accounts. If we accept 
this reasoning and then look at the answers reported in the 
survey, we must conclude that any attempt to regulate the 
interest rate on savings deposits (whether in itself sound or 
unsound economically) must be to a certain extent futile. 

It may also be said that the actual amount of interest paid 
is a reflection of the difference in rates received on earning 
assets, particularly local loans. This observation is hardly 
convincing in view of the fact that the banks reporting the 
highest and lowest amounts paid happened to come from the 
same general community. 

The necessity for a re-examination of this whole problem 
can be summarized briefly as follows: 

1. At present most customers probably assume that a 2 
per cent savings rate in one bank works out the same as a 2 
per cent rate in another bank. Should customers, then, be 
required to learn the intricacies of figuring savings interest 
in order actually to ascertain the yield on their savings ac- 
counts in different banks, or would good merchandising of 
bank services enable customers to know what the yield 
would be when they knew the rate? 

2. From various comments made by bankers who re- 
sponded to the survey it seems certain also that many of 
them did not know whether the amount they actually would 
pay on the problem submitted was much smaller or much 
larger than other banks with the same rate would pay. 
Judging from the inquiries received, bankers are anxious to 
know how their operating practices compare with those of 
other banks in this respect. 

3. A bank that would pay an amount several times larger 
on the same account than other banks using the same rate 
would pay, might find itself in a position where it would have 
to reach for relatively high rate bonds and more risky loans 
in order to cover its operating expenses. It might also have to 
hold its salaries and wages at a level where it could not hire 
competent management, or it might not have sufficient net 
earnings to charge off losses adequately. A “leak” of this 
type could bring “pressure” in any one of a number of places 
in the operations of the bank, particularly if its savings 
deposits were a large part of its business. 

4. While it is true that savings deposits constitute 
somewhat less than half of the total bank deposits of the 
country, it is also true that they represent 50 per cent or 
more of the total deposits in many banks. 

With the great differences in methods of figuring savings 
interest, it must not be assumed that it is an easy matter to 
bring about greater uniformity. But the adoption of reason- 
ably uniform methods by counties, groups or even by state 
associations in which all banks concurred would seem to be 
preferable, and an attainable objective. 
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Personal Loan Insurance 


By ROBERT W. WATSON 


E type of banking now popularly called “industrial” 

ie “personal loan” had been functioning approximately 

seven years before the need of lenders’ protection 
through life insurance became apparent. 

There seemed to be two reasons why the life of the 
borrower should be insured. The first, and most compelling, 
was the large percentage of applications that were issued by 
banks but never completed. Investigation disclosed that the 
largest single reason for this failure to return was the inability 
of the prospective borrower to obtain co-makers or endorsers, 
and an extensive study was undertaken to find a means of 
correcting this situation. Secondly, it became increasingly 
apparent that, while a man’s character and earning capacity 
might be rated AAA from a credit standpoint, that fact did 
not assure him a long life. It was extremely difficult to get 
co-makers and endorsers to assume the unpaid balance of the 
loan in the event of the borrower’s death. Plainly it added 
nothing to the prestige of the bank nor to its good will to 
enact before a man’s friends and neighbors the unenviable 
réle of the pressing creditor at the time of a borrower’s 
death. A careful study was made to find ways and means of 
eliminating this fear thought in the minds of prospective 
co-makers or endorsers. 

It was decided that insurance on the life of the borrower, 
canceling the unpaid balance in the event of death, would 
solve both problems. Having made this decision, it seemed 
apparently simple to secure this protection from any one of 
the many life insurance companies then issuing the so-called 
industrial type of insurance throughout the United States. 


AT FIRST “IT WOULDN’T WORK” 


SEVERAL visits to the home offices of the companies in 
this field, however, brought forth the realization that this task 
would not be as simple as it seemed. The actuaries of these 
companies very courteously, but nevertheless firmly, refused 
to add this form of insurance to their current policies. In 
fact, the outstanding actuary in the United States at that 
time emphatically stated that one-year term insurance 
issued for industrial amounts on the lives of borrowers was 
too fantastic even to warrant serious consideration. Mortal- 
ity tables with their imposing array of figures were exhibited 
to prove that the rate necessary to carry this risk would be 
prohibitive. Experts were even more emphatic in their 
prophecy that a company organized to do only this type of 
business could not possibly continue in operation for more 
than one year. 

It was only due to the efforts of the founder of the Morris 
Plan banks and to the vision of the then Superintendent of 
Insurance of the State of New York that a charter for such a 
company was granted, because the actuaries of the insurance 
department were just as skeptical about its success as the 
executives of the insurance companies had been. The new 
insurance company began business in September 1917, with 
its home office located in New York City. 

After much persuasion, one of the large banks of New York 
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underwrote the capital stock and surplus which the Insurance 
Department required before approving the organization of 
the company, but it was then necessary to sell to the banks 
this novel idea of protecting the life of the borrower for the 
benefit of the bank and the endorsers. 

This plan, which has now become generally known as 
“protected loans,” was not instantly accepted by all of the 
banks. Many of them advanced the theory that the addi- 
tional cost would work as a sales resistant for loans, and that 
the inclusion of this “protected loan” feature, no matter how 
carefully sold, might cause prospective borrowers to feel 
that their bank was charging more than some of its com- 
petitors. 

It is significant that the oldest and largest institutions in 
this field, both among commercial banks and industrial 
banks, have adopted this type of insurance. 


METHODS VARY FROM BANK TO BANK 


THERE is no uniform method by which the banks offer this 
service to the public. Some of them pay the premium cost 
and absorb it in their general expenses. Others sell the idea 
of the protected loan to their borrowers and charge them for 
the premium. There are many banks, which prefer the latter 
method, that invariably protect 90 per cent of their bor- 
rowers. 

Now that the idea of protected loans has become thor- 
oughly established in the regular routine of our many com- 
mercial banks operating personal loan departments, many of 
the larger life insurance institutions are following the trail 
blazed by the heretofore little known company, The Morris 
Plan Insurance Society. 

The simple methods now used by the Society resemble 
only slightly the original policy issued in 1917. At that time 
a lengthy application was obtained from the borrower and an 
individual policy was issued, with the premiums payable 
weekly to correspond with the methods of repaying loans. 
As most banks in the beginning required a weekly payment 
in even dollars, the additional payment of a few cents each 
week to cover the cost of this insurance was irksome to both 
the banks and the borrower. It was therefore discontinued 
and an annual premium substituted, which was deducted 
from the proceeds of the loan. 

The policy records of our organization are interesting. 
They run the gamut of our country’s financial structure, from 
the vice-president of one of the largest financial institutions 
in the world to the lowly fish peddler whose earning capacity 
entitles him to borrow only $50. There has never been a 
national catastrophe in the past 20 years that has not been 
reflected in the death losses of the Society. 

In 1936, life insurance companies issued over a quarter of 
a billion dollars of insurance on the lives of borrowers from 
industrial banks and personal loan departments of commer- 
cial banks. This astounding volume is another proof of the 
wisdom of the old proverb, “ Prophesy is the most gratuitous 
form of error.” 
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If Bonds Decline 


ONTH by month it becomes more and more desirable 
that Banker Jones should have reserves against 
losses and depreciation in his securities. Every month 

changes take place in the investment account of the Jones- 
ville National Bank that result in higher book values and a 
smaller cushion of protection against a decline in the bond 
market. 

Take this last month, for example. On October 1, Banker 
Jones received payment for a block of New York City bonds 
that had matured and for some Argentine Government 6’s 
of 1939 that had been redeemed at par. A week later a letter 
came in from Poody’s Statistics Company advising sale of 
several public utility holdings and Banker Jones promptly 
sold, thereby taking a substantial profit. 

The following day a bond salesman dropped in to see 
Banker Jones and worked out a program for reinvesting the 
funds received from the redemptions and sales. He also 
pointed out that a better net return after taxes could be had 
by switching from Pennsylvania Railroad 4’s of 1948 into 
U. S. Governments of similar maturity, and inasmuch as the 
former had been bought several years ago under par, another 
profit was realized on this exchange. 

The net result of these transactions was that, apart from 
changes in market prices, the net appreciation in the port- 
folio of the Jonesville National had been reduced. 

To make matters worse, deposits continued to increase 
and as the citizens of Jonesville were more eager to pay off 
loans than to borrow new money, Banker Jones found him- 
self at the end of October with surplus funds available for 
investment. So he bought more bonds, thereby adding to 
the risk of depreciation in his portfolio without providing 
any additional protection against such a possibility. 

That is what happened in October. The process has been 
going on for years. The bond account of the Jonesville 
National is now twice the size it was in 1933. As a result of 
sales, redemptions and the investment of new money, you 
might find that three-quarters of the securities in the list 
have been bought within the past few years at the top of the 
market. In spite of the sensational rise in bond prices from 
1932 lows, the net appreciation in the portfolio is small. 
Banker Jones is beginning to realize that it would be wise to 
accumulate substantial reserves against future losses and 
depreciation in his securities. 

The Jonesville National is not an exception. For the past 
severa] years banks everywhere have been acquiring bonds 
on an unprecedented scale and at record high prices. The 
desirability of building up adequate bond reserves is now 
greater than ever before. 

In addition to the appreciation existing in the bond port- 
folio, it is apparent that a banker’s surplus, undivided 
profits and reserves constitute his protective margin against 
possible impairment of capital from a decline in the market 
value of his security holdings. It is interesting to examine 
recent banking statistics on this point. On June 30 the com- 
bined surplus, profits and reserves of all member banks in the 
Federal Reserve System amounted to 15.6 per cent of total 
investments. Examiners’ reports on insured non-member 
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banks during 1936 showed sound surplus, profits and re- 
serves equal to 13.6 per cent of total securities held at the 
end of the year by these banks. 

Obviously it would be misleading to try to make a direct 
comparison of these percentages with changes that might 
take place in an index of bond values such as the New York 
Times average of 40 corporation bonds. Only within the first 
six months of 1937 this average declined more than 9 per 
cent. From 1928 to 1932, it dropped 45 per cent and between 
1917 and 1920 the decline was 27 per cent. Fortunately, 
however, the average bank portfolio possesses considerably 
greater market stability than an index of this kind. , 


GOVERNMENT BONDS AS A FACTOR 


FOR one thing, U. S. Government obligations comprise a 
sizable part of bank security holdings. During the three 
periods mentioned above, declines in U. S. Treasury bonds 
amounted to 5, 9 and 11 per cent, respectively. About 66 
per cent of total securities held by insured commercial 
banks in this country consists of U. S. governments. On the 
other hand, this percentage is heavily influenced by the very 
high proportion of governments held by the large city banks 
For all insured non-member banks with deposits of less than 
$10,000,000 the ratio is about 43 per cent. The figure is 54 
per cent for country member banks but it should be re- 
membered that these include a number of large banks and if 
the latter could be eliminated from the computation, the 
percentage would doubtless be substantially lower. These 
two groups comprise some 13,500 banks, or more than 96 
per cent of the total number of insured commercial banks in 
the United States. 

In addition to U. S. governments, banks hold large 
quantities of short term bonds which naturally are far more 
stable than an index like the bond average mentioned. It is 
obvious that a banker’s first concern in connection with his 
investments is to make sure that a sufficient proportion con- 
sists of U. S. governments and good short term corporate 
and municipal issues. His second consideration should be to 
provide adequate reserves against less stable holdings. 

Most bankers feel justified in continuing to hold some 
portion of medium and long term issues and others that are 
not of highest calibre. It is well to keep in mind that if 
bond yields rise as much as 1 per cent during the next five 
years, Chesapeake and Ohio Railway 334’s of 1996 will de- 
cline about 19!4 points, Atchison general mortgage bonds 
will go off some 22 points and various 30 year 31% per 
cent issues recently brought out at par will be selling 
around 85. Second-grade securities could easily drop much 
more sharply. Clearly, it is highly desirable that a banker 
should plan to build up substantial reserves to offset possible 
depreciation in all bonds in his account that are not of high 
grade and short maturity. : 

Underlying all this discussion, of course, is the assumption 
that bond prices will some day decline and that no one can 
presume to know in advance how soon or how much. As 
always, experts are busy disagreeing about the future of the 
bond market. 
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By E. SHERMAN ADAMS 


Naturally, a banker’s investment policies will be influ- 

enced to some extent by his opinion as to what the prices 
wil do, but he realizes that he cannot hope to guess the 
market accurately over a period of time and that he cannot 
afford to rely upon such a guess under any circumstances. 
He must not take such a chance even if he feels that the 
odds are ten to one that his judgment will prove to be cor- 
rect. His chief job is not to select the forecast that seems to 
him the most reasonable. It is to recognize the possibilities 
that may take place and to follow policies that will give him 
protection against them. 
A bond reserve performs other important functions in 
addition to preventing impairment of capital during a crisis 
\t other times, it prevents losses and write-offs from cutting 
heavily into the earnings of a particular period. It is a 
means of spreading inevitable losses more evenly over vari- 
ous years. Even when the market value of the account is 
iairly near the book value, the existence of a reserve enables 
a banker to manage his list without having to worry about 
whether items that should be liquidated are selling below 
their book valuations. 

Many a time Banker Jones has postponed disposing of 
bonds because of the effect that resulting losses would have 
on his profits account, only to find himself at a later date 
laced with the necessity of taking much larger losses on 
these same holdings. Moreover, even if there is no necessity 
to sell bonds, either to obtain funds or to avoid worse future 
losses, the bank’s report of condition does not give an ac- 
curate picture of the bank’s position if securities are carried 
at more than their market value. There are various ways of 
allocating bond reserves but as long as the net depreciation 
in the portfolio does not exceed the amount of the reserves, 
several satisfactory methods can be used that enable a 
banker to reassure depositors with the statement that se- 
curities are shown at less than market. 

Finally, unless a bank establishes a separate reserve for 
securities, there is often a tendency to pay out larger divi- 
dends than really should be disbursed. All these considera- 
tions are reasons why it is desirable to have a reserve spe- 
cifically allocated to bonds rather than regarding a general 
reserve for contingencies or undivided profits as constituting 
protection against losses and depreciation. 

During the past several years, some banks have followed 
very conservative investment policies, eliminating all second 
grade and long term bonds, setting aside substantial profits 
as reserves and investing only in high quality issues of short 
maturity. Most bankers, however, still hold some securities 
that may fluctuate widely in price and have not built up 
eserves sufficient to offset the depreciation that might 
take place during coming years. In addition to setting aside 
any future bond profits, these bankers should at once formu- 
late a definite plan of regular appropriations from income to 
insure the accumulation of adequate reserves. 

If profits and appropriations are carried to a special re- 
serve account, this may either be shown as a separate item 
on the bank’s report of condition, or included there under a 
single heading with undivided profits, or used as a deduction 
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from the total book value of the bond account. Some bank- 
ers prefer one of the latter two methods because these do not 
publicize losses absorbed by the reserve account. Another 
variation is to use reserves for adjusting the total book value 
of securities as shown on the statement, so that investments 
are always shown at less than market value. Remaining 
reserves can then be included on the liability side with un- 
divided profits. A similar practice is to charge off against 
reserves any individual holdings in which any depreciation 
exists. 

It is desirable, of course, that reserve policies should be 
logical and consistent. It is of even greater importance that 
they should be a means of assuring that ample reserves are 
accumulated within a reasonably short period of time. 
Moreover, careful reconsideration of the reserve program at 
regular intervals should serve to keep a banker constantly 
aware of the degree of risk contained in his security holdings 
and might lead him to strengthen his investment position. 
An ounce of prevention against depreciation is worth a 
pound of reserves. 

A carefully worked out program, clearly defined but with 
some degree of flexibility, enables a banker intelligently to 
determine suitable appropriations and revise his objectives. 
Without one, the chances are that his appropriations to 
reserves will be neither regular nor adequate. 

This plan should include decisions, always subject to re- 
vision, on the following major points: 

(1) Sources of reserve appropriations. 

(2) Extent of the reserve objective. 

(3) Rate of accumulation. 

(4) Method of calculating appropriations. 

(5) Allocation or method of carrying reserves. 


PROFITS FROM SECURITY SALES 


AS for sources of appropriations, it is fundamental that all 
profits realized on sales of securities should be set aside as 
reserves and should never be taken directly into current in- 
come available for dividends. In some instances, when a 
bank’s reserves and net appreciation in bonds are low, it is 
also desirable to make special appropriations to reserves 
from the undivided profits account. The third source of re- 
serve appropriations consists of income from securities. 

In building reserves from profits on securities, it is ob- 
viously pointless to sell bonds simply to realize profits if the 
proceeds are then reinvested in obligations which possess no 
greater market stability than those liquidated. It is essential 
that a banker should know what he is going to do with his 
money before he sells bonds to take profits. 

Most bankers have not been so fortunate as to have ac- 
cumulated sufficient reserves from bond profits alone to off- 
set the depreciation that might take place in their port- 
folios if the market should decline sharply during the next 
several years. These bankers should plan to make liberal 
periodic appropriations from income in order to build up 
their reserves. These amounts should be deducted before 
arriving at net operating income for any accounting period. 
They are just as necessary a charge against earnings as 
maintenance or depreciation on the bank building. Current 
earnings should not be permitted to influence the size of 
these reserve appropriations, especially as the need for them 
is likely to be the most urgent at exactly the time that 
interest rates and bank earnings are low. 

The elements of a reserve program and methods of allo- 
cating or carrying reserves will be analyzed in a subsequent 
article. 
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Collective Personnel Benefits 


By EDWARD N. HAY 


DECADE or two ago, what is now known as personnel 
work was called “welfare work.” Many banks be- 
lieved that an occasional picnic and an employee’s 

benefit association through which the staff contributed 
toward sickness and vacation allowances was sufficient to 
create good will among the workers. Today employers have 
swung away from a policy of paternal largesse to the belief 
that employees want above all to be treated simply as peo- 
ple, with the implication that fair and equal treatment and 
full consideration of their personal needs is essential. 

In the classification which we may call “employee serv- 
ices” are several matters which, taken together, require 
considerable supervision. Many banks have some provision 
for loans to employees. Some banks have funds that have 
been set aside exclusively for that purpose. 

In one bank deserving cases are taken care of, but loans 
are made only when there is an emergency. A loan applicant 
fills out a blank stating the need and other present indebted- 
ness; after approval by the department head the application 
goes before a loan committee comprised of three vice-presi- 
dents. Another eastern bank following the same principle 
has placed the management of the funds in the hands of a 
committee of four employees, with the personnel officer as 
an ex-officio member. This institution’s policy is to leave the 
granting of loans entirely in the hands of the employees 
themselves, and no officer has access to the details of the 
committee’s work. This overcomes the common prejudice of 
rank and file employees against submitting their personal 
affairs to the inspection of their superiors. Most banks having 
employee loan funds find a certain percentage of their 
staffs going to the small loan companies because of their un- 
willingness to discuss their affairs with officers of the bank. 


CREDIT UNIONS ARE POPULAR 


SEVERAL western banks have adopted the credit union 
plan whereby the employees organize their own credit union 
under national or state charter. In this plan anyone may 
become an investor by depositing monthly instalments, and 
these funds are loaned to any employee who is considered a 
good loan risk. Interest rates are usually restricted by law to 
a maximum of 1 per cent per month. Banks that have had 
credit unions for several years or more report uniformly as to 
their success, and say that the plan has the advantage of 
relieving the bank of much responsibility for the personal 
affairs of employees, and that employees like the idea. 

Life insurance plans are commonly found in banks. Some 
institutions give each employee a policy in the amount of one 
year’s salary. Many banks do not pay the entire cost, but 
share it with the employees. Life insurance is usually found 
to be a more systematic method of caring for the families of 
deceased employees than trying to meet the emergency situ- 
ation that often arises when a low salaried employee dies. 
Low salaried employees, of course, are unable to carry much 
protection. 

Many methods of providing for the continuance of salary 
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during periods of absence due to accident or illness are found. 
In some cases, the employees contribute part of the cost 
but more usually banks carry the full burden. Practice 
varies widely regarding the amount of benefits. In some 
banks, meeting each situation on its own merits, employees 
are occasionally carried for many months at full pay. Other 
banks have definite schedules of benefits—so many weeks at 
full, three-quarters and half pay, varied according to the 
length of service. 

It is interesting to see the variation in bank pension plans; 
some institutions pay the whole cost themselves and many 
others divide the cost with the employee. Most of the re- 
cently adopted plans follow the latter course, in the belief 
that employees will value more highly a plan in which they 
have a contributory part. There is much difference in the 
management of such plans. Some banks feel that as invest- 
ment experts they should be expected to be qualified to 
manage their own funds. However, other banks feel that the 
risk is too great and should be shifted to one of the large life 
insurance companies. Some banks also believe that the em- 
ployee is better protected if the entire plan is managed by 
an insurance company and that this extra protection is 
valued by the employees. 


MEDICAL PROGRAMS ARE ESSENTIAL 


A SOUND medical program has long been felt an essential 
part of a good personnel scheme, especially in the larger 
banks. It need not, however, be confined to the larger banks, 
because it is very easy for even a small bank to make arrange- 
ments with a physician for his advice and help on a part- 
time basis. The most important elements of such a program 
are: 
1. Health examinations for new employees. 

2. Annual or occasional examination of employees, re- 
ferring those in need of attention to their own physicians. 

3. Visits by a nurse to the homes of those absent for illness 
or accident. Several banks make a practice of having these 
calls made after absentees have been reported at 10 A.M. 

4. Inspection of premises for safety, good working condi- 
tions such as light, ventilation, cleanliness, etc. 

5. The maintenance of suitable rest rooms for employees. 

The larger banks have one or more physicians; sometimes 
a physician is in constant attendance. An eastern bank with 
700 workers employs a physician two hours per day. During 
this time examinations are given to new employees, and 
persons who have just returned to work after illness are 
examined briefly. Many banks have one or more nurses in 
constant attendance with suitable dispensaries. 

A good medical program can be inexpensive. A bank hav- 
ing 800 employees, with a doctor in attendance for a short 
period each day and one nurse in constant attendance, using 
the doctor for entrance examinations and for minor ailments 
on the job, spends $4,300 a year for nurse, doctor and equip- 
ment. Lost time can be greatly reduced by good medical 
supervision. 
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Career Men in Banking 


By CLAUDE L. STOUT 


ERE is such a close analogy between the business of 
[tanking and the profession of banking that the differ- 
ence is scarcely distinguishable. Successful doctors, 
lawyers and other professional men must be shrewd in the 
ways of business, else their material success is short-lived. 
Likewise, those who follow the profession of banking must 
create a successful partnership between business and pro- 
fessionalism. 

Too often those who seek to enter the field of banking are 
motivated by the belief that it is an especially lucrative 
business, rather than a learned profession. As a matter of 
fact, it partakes of the nature of both business and profes- 
sion. The very nature of the business transacted, the con- 
servation of depositors’ and stockholders’ resources, bespeaks 
a relationship between human beings based on confidence 
alone. The banker who in any wise lowers the standards of 
honesty, efficiency and fair dealing, either ignorantly or 
willfully, is courting disaster. In his position of trust, 
“sharp” practices will not be tolerated. 

Practically every person has at some time had occasion to 
place special confidence and trust in a banking institution. 
This is indicative of the position which banking normally 
occupies. Any banking institution that approaches the ideal 
becomes more than a mere “corporation”’. Since the advent 
of the Federal Deposit Insurance Corporation, the depositor 
no longer believes it necessary to distinguish between the 
soundly managed institution and the one whose methods 
and policies are subject to question. He doesn’t expect to be 
harmed, regardless of how the bank is operated. For this 
reason, the modern institution must assume a definite and 
distinct personality. Its services must be individual and 
outstanding, because the methods of management from a 
solvency standpoint have lost their significance to the pub- 
lic. It must develop some other method by which to attract 
new business. 

Frequently the characteristics and personality of the 
founder or head of an institution are so absorbed by the 
personnel that the entire organization is permeated by the 
same qualities, motivated by the same purposes. A bank 
can be an intensely human organization. 

There has always been an implied obligation on the part of 
bank executives to exercise intelligent foresight, not only 
on behalf of their own institutions, but also in the interests 
of their customers who seek advice and counsel in the matter 
of investments. The rapidly changing sciatific and eco- 
nomic world of today has rendered intelligent foresight in 
the financial field extremely difficult. Who can tell when any 
product will be supplanted by something better or more de- 
sirable? Stainless steel, unbreakable glass, numerous elec- 
trical appliances and countless other recent inventions have 
contributed to the obsolescence of many commodities. No 
one can accurately foresee the time when any particular 
article will become obsolete. Nevertheless, the manufacturer, 
the retailer, those engaged in transportation of goods, and, 
in fact, every individual in any way connected with the use 
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or distribution of a product is vitally affected by the substi- 
tution of a more useful or attractive article. An advertiser 
recently pointed out: “The old fallacy of ‘massiveness-for- 
strength’ is being discarded for the new principle of in- 
creased efficiency through ‘light-weight-plus-strength’.”’ 
Thus the conflict between economy and obsolescence con- 
stantly wages. Like everyone else, the banker can only exer- 
cise his best judgment. 

A survey of any community will reveal that practically 
one-third of the citizens have no direct banking connections, 
and one-third of those who do are critical or fault-finding in 
their attitude. Thus fully 50 per cent of the people are un- 
friendly toward banks and banking. Future legislation will 
determine the fate of our present system, and this will un- 
doubtedly reflect the will of the public. Can we afford to 
stand idly by and permit this unfriendly element to dictate 
our future? The wiser course would be to attempt to convert 
them into friendly partisans. We can at least temper their 
opposition by imparting a clearer comprehension of what 
purpose the banking system of the United States really 
serves. 


EVERY BANKER’S JOB 


OURS is a two-fold responsibility. Not only must we up- 
hold and maintain the finest traditions of banking as a 
business, but we must also publicly uphold and maintain the 
standard of ethics in banking as a profession which shall be 
excelled by none. Our profession will then command the con- 
fidence and respect of the public, whose friendship is in- 
dispensible to the future of banking. Courageous, skillful 
leadership and educational research will bring about a gen- 
eral recognition and greater appreciation of the vital part 
that banking plays in the individual’s everyday life. 

It is the executive’s obligation to manage his institution so 
as to merit confidence and respect, keeping its affairs open 
to the knowledge of the community and at the same time 
preserving the privacy of each individual’s business affairs. 
The smug, self-satisfied banker who surrounds his institution 
with an atmosphere of secrecy and aloofness is comparable 
to the quack physician who dispenses sugar coated pills 
with an air of mystery concerning the disease he is supposed 
to be treating. Both are merely inviting suspicion and dis- 
trust. 

Our statutes protect the doctor, the dentist, the lawyer or 
the engineer from those who seek permission to practice 
without the necessary training and proper qualifications. 
But banking statutes permit any person to acquire control of 
an institution and thereby gain entrance into the profession. 
These laws apparently are based upon the theory that suc- 
cess in any other line qualifies an individual to manage a 
banking institution with equally favorable results, and that 
supervision will prevent his making mistakes of a serious 
nature. Rigid qualifications should _be required of those who 
seek to occupy executive positions and guide the destiny of 
our banking institutions. 
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E most interesting part of field warehousing, to a 
bank officer who is anxious to do a real job in recaptur- 
ing attractive commercial loans, is case histories. 

Here are some examples from actual experience: 

A loan to a radio distributor based on manufactured radio 
sets would certainly not be considered attractive collateral 
for the average loan officer. There are many styles and sizes, 
models frequently change, and improvements make last 
year’s machine obsolete. 


FOR EXAMPLE— THE RADIO BUSINESS 


HERE was an actual picture: A radio distributor in a large 
city had an excellent market and organization. Radios had 
to be shipped by water, taking approximately a month from 
the factory. As the pre-Christmas season is a tremendous 
peak in the radio business, it was necessary for this firm to 
carry a spot stock at the warehouse far in excess of its ability 
to finance. The moral risk was good, and there didn’t seem 
to be any question but that the inventory was needed. The 
bank, however, was naturally hesitant in extending a com- 
modity credit which, if something should happen, might 
put the bank in the radio business. 

| The manufacturer, one of the largest in the United States, 
analyzed the facts in this manner. “If that radio distributor 
did get into financial trouble, what would we do? We could 
not afford to have our nationally advertised radio sets 
thrown on the market in a large volume in a liquidation sale. 
We would, therefore, have to take them over for our own 
protection. Since we don’t believe in consignment methods, 
we will give the bank a letter agreeing that at any time within 
six months of the date of a particular loan on particular 
merchandise we will agree to buy the merchandise back upon 
demand from the bank at the bank’s loan figure.” 

As a result of this assurance of a liquidation market, 
the bank was able to and did extend all the credit required. 
As a result, a distributor who without field warehousing 
might have been able to do a quarter of a million dollars 
worth of radio business, was enabled to and did develop an 
annual volume in excess of two million dollars. The bank got 
an attractive commercial loan at good rates, and scarcely 
any individual transactions exceeded a 90-day extension of 
credit. As new merchandise arrived, new loans were created; 
and as merchandise moved, previous loans automatically 
extinguished themselves. 


TIRES, REFRIGERATORS, ETC. 


THIS same principle has been applied to the financing of 
stocks for tire distributors, refrigerators and other manu- 
factured specialties, which by their nature would present a 
problem to any bank undertaking the liquidation. On ac- 
count of this definite market backlog, the banks are in a 
position and do operate on a much smaller margin in the 
collateral. 

We have seen how goods moving from a manufacturer 
through a distributor can be a source of profitable commer- 
cial loans in manufactured specialties. Now let us take the 
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Field Warehousing Memoranda 


reverse application of field warehousing, where big chain 
store organizations and mail order houses are placing each 
year with manufacturers orders for forward buying in sums 
involving billions of dollars a year. 

There are 20 or 30 of these large concerns which scour the 
country’s manufacturing markets for products that can be 
produced in large volume and sold at low prices. When they 
give an order to a medium sized manufacturer who has 
turned out a good product for local or regional demand, 
they list it in their catalogs and sell it on a national basis, In 
many of these cases the manufacturer is properly financed to 
handle business which he himself has built up gradually, 
but when one of these large organizations gives him an order 
it often means that he must double his production. Often 
these goods are of a seasonable nature and the buyer, while 
not wishing to take delivery as they are manufactured, 
needs the goods in large volume at specific times. 

The manufacturer, therefore, may start, six months be- 
fore the time of actual delivery, working on these large or- 
ders, and he may have to tie up in inventory much more 
money than his working capital or open credit position would 
warrant. 


HOW WAREHOUSING HELPS 


FIELD warehousing is the ideal solution of this problem. 
Certified copies of the order are confirmed by the buyer to 
the commercial bank and, as fast as the merchandise is man- 
ufactured, loans secured by warehouse receipts evidencing 
the deposit of the goods in a field warehouse are granted to 
the manufacturer, giving him the funds to develop more in- 
ventory, so that at the period when the delivery is to be 
made the goods are ready. 

This has a definite advantage to the manufacturer in that 
he is able to pioduce these goods over a period of months in- 
stead of attempting to produce them all in a rush just before 
delivery, with consequent loss of efficiency through increas- 
ing temporarily his manufacturing staff. The buyer of the 
merchandise has two definite advantages. He finds that, 
when goods are produced in an orderly manner over a period 
of time, the resulting product is more uniform and there are 
fewer rejections. Many of these articles are manufactured 
specialties which in themselves would give a bank a head- 
ache in a liquidation program, but, tied in a firm order of a 
concern whose credit is unquestioned, this type of loan 
represents the very acme of certain liquidation. 


THE CANNING INDUSTRY 


ONE industry that has used field warehousing in ever- 
increasing amounts in the last 20 years is the canning in- 
dustry. Here is an industry where practically all of the prod- 
ucts must be manufactured within the space of a few weeks 
when Mother Nature makes them available. It is an m- 
dustry that has seasonal production and year around con- 
sumption, and the largest quick asset that any canner has is 
generally his inventory. In spite of the excellent record of 
loans, beginning about 1928 the canning industry, particu- 
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By A. T. GIBSON 


igrly in the Midwest, went through a cycle of over-produc- 
tion. The Continental Can Company found that a great 
many of its customers had had a couple of bad years and 
were having extreme difficulty in financing their operations 
in the carrying of their inventories. It became necessary for 
Continental to go into the banking business. I have per- 
mission from the company to give the following interesting 
results. 

A great many of the accounts it financed through field 
warehousing were in a financial position where the only asset 
the can company could look to for liquidation was the com- 
modity itself. During the period of 1928 to 1937, this company 
lent over $50,000,000 in this manner; it has had interest 
earnings in excess of $2,500,000 and one loss of approxi- 
mately $18,000, or less than one-twentieth of 1 per cent of 
the amounts loaned. This loan operation was conducted be- 
fore, through and after the great business depression, and 
the majority of the loans were made during the height of 
the depression. 

At the present time, practically all of these customers of 
the Continental Can Company have placed themselves in a 
position where the commercial banks are now doing the job. 
Scores of commercial banks in this country have had simi- 
larly excellent results in loans handled under field warehouse 
procedure in the canning industry. 


COAL, TOO 


THE widé application of field warehousing in the coal 
industry is comparatively recent, although it has been used 
for over 20 years. Let’s take a look at the anthracite coal 
picture. Anthracite, consumed in the Winter, can be mined 
the year around. Many mines, however, either close down or 
work at much reduced pace in the Spring and Summer, and 
thes when the rush comes they have the problem of added 
costs, shipping coal in frozen cars and the usual economic 
waste that comes with doing things in a hurry. 

Through the use of field warehousing a program has been 
worked out for the benefit of the coal distributor, the mine 
operator and labor. The mine is operated throughout the 
Spring and Summer and the coal is shipped to the distribu- 
tors’ yards in the various cities where it will be normally 
consumed, and where yards are available with storage 
capacity of 5,000 tons or more. As the coal is delivered to 
these yards, warehouse receipts are issued against it and a 
commercial bank loan is created in one of two ways — either 
the distributor borrows from his own local banks using ware- 
house receipts evidencing deposit of the coal in possession of 
a field warehouseman, or in some cases the mine takes these 
warehouse receipts and borrows money against them from a 
central source of credit. 

As the usual storage capacity of the distributor is seldom 
more than a third of his annual coal sales, and as no more 
coal can be put through these yards until the coal in them has 
been liquidated, it is obvious that these loans liquidate them- 
selves in the first cold snap. 

It has been estimated that there is a saving well in excess 
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of $1 per ton to the coal industry through this method, and 
yet the costs of bank interest and warehouse fees represent 
but a small fraction of the saving. Furthermore, this method 
makes it possible to take first advantage of the cheaper water 
transportation in territories where such transportation is 
closed to navigation during the Winter months. 


AND CEMENT 


HERE is another interesting picture. A cement factory last 
year got a Government order which necessitated building up 
a large inventory. As the cement was produced and put in 
the silos, the Government tested the product and accepted 
it. It was necessary for the cement company to borrow more 
heavily than usual from its banking connection, but on the 
basis of its statement it was entitled to open credit even 
beyond the required accommodation. The bank, however, 
was a relatively small one. 

By putting the credit on a field warehouse receipt basis, 
this particular bank was enabled legally to increase its loan 
limits sufficiently to take care of the entire transaction, while 
without warehouse receipts it would have had to pass up a 
substantial part of the credit. 


COTTON AND ITS PRODUCTS 


COTTON and cotton products lend themselves readily to 
field warehousing. Cottonseed in bulk at cottonseed oil mills 
is a very good prospect for field warehouse loans. The cotton- 
seed is produced during the ginning season and is stored in 
bulk in tremendous warehouses that look like hangars for a 
dirigible balloon. Cottonseed must be paid for in cash and 
there is strong competition between the mills to get the seed. 
Having filled its warehouse with cottonseed, the oil mill then 
proceeds in an orderly manner to pay off loans as cottonseed 
is processed and to create new commodities which can be 
borrowed against until they are marketed, namely: cotton- 
seed oil and cottonseed meal. 

Dried fruits are a basis of a very large volume of com- 
modity credits under field warehousing procedure in the 
hands of fruit packers and farmers’ cooperatives. Cheese 
that requires aging is another such commodity. 

Pickles and sauerkraut are commodities which require a 
period of time to manufacture, and, while processing in vats, 
they are the basis for commodity credit. 


GRAIN 


FIELD warehousing in the grain industry has shown a 
marked increase in the last few years. Most of the owners of 
grain elevators and flat houses are also in the business of 
buying and selling grain and grain products, and a large 
amount of the grain in an elevator at some time or other 
belongs to the owner of the elevator. Obviously, warehouse 
receipts issued by such an operator on grain which he himself 
owns and which he keeps in his possession are not a basis of 
good collateral. Through field warehousing, however, these 
operators are enabled to offer to the bank warehouse re- 
ceipts of an independent warehouse company. 

And here is an interesting thing about independent field 
warehouse operations among grain elevators. Most bankers, 
being aware that warehouse receipts issued by the borrower 
himself do not afford very much protection, have not been as 
generous in their advances as they would have been under 
independent receipts and have charged higher interest rates, 
so that in the long run the application of the independent 
warehouse receipt to the grain industry is being accomplished 
at no cost to the industry itself. 
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OW many banks have established specialized depart- 
ments for making personal loans? What is the total 
amount of such loans? These questions have often 

been asked without gaining adequate answers. Exact figures 
will have to await an official census by various agencies which 
issue call reports. But in the meantime the first opportunity 
for a close approximation has been provided in a study just 
completed by the Russell Sage Foundation. 

This study revealed that 673 banks in the United States 
were operating personal loan departments at the close of the 
vear 1936. By August 1, 1937, the number had grown to 766. 
At the end of 1936, the outstanding loan balance (after sub- 
tracting payments to hypothecated accounts) for these 673 
personal loan departments approximated $129,000,000. Such 
figures as are available for later dates indicate a growth of at 
least 25 per cent in loan balance by September 1, 1937, which 
would bring the total loan balance to above $160,000,000 for 
that date. 

In order to interpret these figures and to appraise their 
validity, it is necessary to explain what is meant by a per- 
sonal loan department and to describe the methods by which 
the data were obtained. 

For purposes of this study, a personal loan department is 
defined as a segregated specialized service for making instal- 


Number of Total Loan 
Personal Loan Balance 
Stale Departments 1936 
District of Columbia... 3 379,924 


Montana 


total for all states. 
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A Census of Personal Loan 


NUMBER OF PERSONAL LOAN DEPARTMENTS AND TOTAL LOAN 
BALANCE BY STATES AT THE CLOSE OF 1936 


ment loans or financing instalment sales, offered by an inst. 
tution which is engaged primarily in commercial or savings 
banking. This definition excludes three classes of banks 
which together account for a large volume of personal loans: 

1. Banks primarily engaged in making personal loans 
whether they are chartered under the provisions of special 
industrial banking acts or commercial banking statutes. 

2. Banks which make loans or finance occasional pur. 
chases on instalment contracts without segregating this 
business from other loans and discounts. 

3. Banks which make personal loans as an accommoda- 
tion to customers on terms similar to those offered com- 
mercial borrowers. Modernization and repair loans insured 
under Title I of F.H.A. were also excluded from the 
area of this study, partly because some of these loans in- 
volved large advances to commercial enterprises and partly 
because statistics concerning them are available elsewhere. 
The loan balance figures given here are, therefore, in no sense 
a measurement of the extent to which bank credit has been 
used for consumer financing. 

The data were obtained in the following manner: A list of 
banks operating personal loan departments was developed 
over a period of years by collecting news items referring to 
personal loan departments through a newspaper clipping 


Number of Total Loan 
Personal Loan Balance 
State Departments 1936 
New Jersey....... 87 5,812,027 
4 425,863 
North Dakota...... 5 108,022 


5 125,797 
South Dakota... 8 458,738 
4 398,477 
673 $128,599,754 


* Loan balance figures for these states are omitted in order to avoid revealing figures for individual banks. They are included, however, in the 
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grvice. Additional names were obtained from lists main- 
ined by the American Bankers Association, certain state 
jankers associations, and certain state banking depart- 
ments. Still other names were secured by checking the cur- 
rent files of newspapers and the classified directories of 
telephone books for advertisements of personal loan depart- 
ments. A letter was then sent to each bank on the list ex- 
plaining the nature of the study and requesting personal loan 
figures. A list of the personal loan departments in the same 
area was enclosed and a request made for information con- 
cerning additional personal loan departments and depart- 
ments which had been discontinued. 

The response was excellent. Returns were received from 80 
per cent of the banks to which solicitations were addressed. 
Some had discontinued their departments; others had never 
organized one; some had merged with other banks; a few 
were in receivership; several had sold their persona] loan de- 
partments to specialized personal loan agencies. But a great 
many supplied actual figures. When bank directories were 
consulted, it was learned that some of the banks which failed 
to respond were no longer in operation. Follow-up letters 
were sent to the remainder. By this process, information was 
cured from 90 per cent of the banks then known to be oper- 
ating personal loan departments. Estimates were obtained 
jor others by correspondence with local people who were be- 
lieved to be in a position to make close approximations. For 
the few remaining banks, which for the most part were small 
institutions, rough guesses were made on a basis of the 
personal loan balance of institutions of similar size in similar 
communities. 

The results of this first inquiry were tabulated and a pre- 
liminary report was sent to institutions which furnished 
data, to state banking departments, and to bankers asso- 
ciations. A state list of the personal loan departments was 
also enclosed and additional names were solicited. The names 
of approximately 200 additional banks were sent in, and in- 
formation was solicited from these by the procedure used for 
the original list. 

It is believed.that the figures given above for the number 
and total loan balance of personal loan departments at the 
close of 1936 are very close to reality. Actual figures were ob- 
tained from most banks whose personal loan balances were 
substantial and semi-official estimates were obtained for the 
others. Guesses were used only where the personal loan de- 
partment was known to be small. Of the total loan balance of 
129,000,000, 85 per cent was accounted for by reported 
igures, 11 per cent by authoritative estimates, and 3 per 
ned by guesses based upon the characteristics of the 

nk, 

It will be noted that except for the possibility of over- 
estimates, which are likely to be of very minor proportions, 
the bias in these figures is toward an under-statement of the 
dumber and loan balance of personal loan departments. It is 
inconceivable that all such departments have been identified. 
Itseems reasonable to assume, however, that while at least 
\0 per cent of the personal loan departments in operation at 
the close of 1936 may have been overlooked these are likely 
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By ROLF NUGENT 


YEAR OF ORGANIZATION OF PERSONAL LOAN DEPARTMENTS 
OPERATING AT THE CLOSE OF 1936 
Number of 
Departments 
9 
13 
14 


Number of 


Year Departments 


Year 


34 
32 


SIZE OF LOAN BALANCES AT THE CLOSE OF 1936 


Number of 


Size Class Departments 


100,000 to 299,999 124 
30,000 to 186 
Less than 303 


673 


30,000 


to be small and their inclusion would have had little effect 
on the total loan balance. 

Mid-year figures for 1937 are much less accurate. It is im- 
possible under present circumstances to identify new per- 
sonal loan departments promptly. While 93 banks are known 
to have organized such departments between the close of 
1936 and August 1, 1937, the actual number may easily have 
been twice as large. The evidence of a large increase in loan 
balance by September 1 is convincing, but an accurate esti- 
mate of the increase is impossible. For state banks in New 
Jersey, which make semi-annual reports of personal loan 
operations to the Department of Banking and Insurance, the 
loan balance increased by 36 per cent between the close of 
1936 and June 30, 1937. September figures were available 
for 42 banks in other areas. Almost all showed an increase. 
In many areas, notably in Pennsylvania, Illinois and several 
western states, the amount of outstanding loans has more 
than doubled since the close of the year. Smaller increases 
were reported by banks which already had substantial 
balances. The present indication is that the total in- 
vestment in this type of loans is headed for much higher 
levels. 

It will be noted that three states—New York, California, 
and Massachusetts—account for half of the total loan bal- 
ance. Six other states—Michigan, New Jersey, Pennsylvania, 
Virginia, Missouri and Indiana—account for another quarter 
of the total. The number of banks is frequently an inaccurate 
measure of the extent of personal loan department opera- 
tion. In California, for instance, the 12 banks listed include 
several branch banking systems which offer personal loan 
service in all of their many branches. 

The loan balance is also unevenly distributed among indi- 
vidual banks. The personal loan departments of six banks 
account for 40 per cent of the total loan balance. Ninety per 
cent of the total loan balance is in the hands of less than 10 
per cent of the banks. 
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How Building Goes in 50 Cities 


Cost Per Person Cost Per Person Cost Per Person 


City Supplied with New Supplied with New Supplied with New Cost of Cost of 
Housing, 1930 Housing, 1935 Housing, 1936 Building, 1930 Building, 1935 
AKRON, OH10 $2,314.71 $1,147.07 $1,445 .93 $3,444,330 $426,710 
ALBany, N. Y. 2,278.69 1,981.30 1,573.31 2,834,700 911,400 
ATLANTA, Ga. 588.41 765.16 729.67 1,680,504 4,967,461 
BALTIMORE, Mp. 1,219.81 1,013.65 1,005.48 7,240,800 1,930,000 
BIRMINGHAM, ALA. 573.84 785.71 723.68 381,036 367,713 


Boston, Mass. 1,100. 1,158.12 1,282. 36 6,226,700 727,300 
BRIDGEPORT, CONN. 1,025.13 1,091.41 958.12 1,447,475 349,250 
BUFFALO, N. Y. 815.65 1,197.20 1,506.44 3,493,465 359,160 
Cuicaco, ILL. 1,747.05 1,505.90 1,360.55 19,154,750 2,529,915 
CINCINNATI, OHIO 1,470.63 1,505.95 1,253.18 9,959,167 4,252,790 


CLEVELAND, OHIO 1,269. 1,243. 5,973,300 8,913,785 
CoLumBus, OHIO 1,381.91 1,734.19 1,400.32 3,178,400 707,550 
DALLAS, TEXAS 612.50 489 .62 712.25 2,440,230 1,623,632 
DENVER, COLO. 1,017.32 1,217.61 1,107.03 2,494,450 2,381,650 


Des Moines, Iowa 1,229.87 998 .90 1,221.21 1,106,895 807,309 


Detroit, MIcH. 1,190. 1,431.31 19,442,938 9,386,993 
GRAND Rapips, MIcH. 932.79 998.52 959.16 861,900 67,900 
HARTFORD, CONN. 2,553.27 1,527.33 919.58 623,300 207,696 
Houston, TEXAs 1,076.32 927.33 895 .36 9,587,815 4,933,400 


INDIANAPOLIS, IND. 1,112.77 708.14 1,271.52 2,737,430 3,376,436 


Jersey City, N. J. 932.77 648.54 587.72 888,000 311,300 
Kansas City, Mo. 1,164.79 967.11 917.67 4,025,500 1,740,800 
Los ANGELES, CAL. 709.40 883.78 883.33 32,453,853 13,903,686 
LOUISVILLE, Ky. 1,360.92 1,212.78 1,202.04 2,329,900 1,387,425 
MEMPHIS, TENN. 783.23 641.60 681.87 3,311,530 207,880 


MILWAUKEE, WIs. 1,007. 6,931,332 2,002,142 
MINNEAPOLIS, MINN. 914.42 977.18 979.76 4,956,205 1,801,930 
NEwaARK, N. J. 1,180.73 1,005.00 1,076.73 3,542,190 261,300 
NEw ORLEANS, La. 844.08 866.02 1,024.74 871,090 543,850 


New York, N. Y. 187,985,505 


58,849,243 


OAKLAND, CAL. 


. . 3,924,134 1,863,336 
OKLAHOMA CITy 931.36 722.53 1,096.54 7,468,825 1,297,840 
Omana, NEBR. 1,047.90 896.36 1,074.62 871,775 659,745 
PHILADELPHIA, Pa. 1,129.79 1,105.16 1,208 . 30 7,881,450 4,570,980 


PITTSBURGH, Pa. 1,059.97 985 . 26 1,067.74 5,719,635 1,272,956 


PORTLAND, ORE. 1,094.28 1,076.88 1,111.15 3,790,595 943,340 
PROVIDENCE, R. | 1,722.81 1,363.97 1,086.90 3,073,500 556,500 


RICHMOND, VA. 1,103.56 1,045.43 985.90 995,416 433,900 
RocuEstTErR, N. Y. 1,321.51 1,812.15 1,374.91 1,384,948 289,945 
Satt Lake City 850.72 934.32 864.55 1,885,300 553,122 


San ANTONIO, TEXAS 573.05 514.35 733.41 5,670,520 3,649,964 
SAN Francisco, CAL. 1,035.84 957.84 991.25 2,056,232 1,488,511 
St. Louts, Mo. 876.16 1,108.73 1,047.90 2,601,672 792,101 
St. Paut, MInn. 1,278.75 1,518.88 1,323.73 9,140,326 3,490,399 


SEATTLE, WASH. 837.20 897.30 980, 36 8,641,985 890,125 


Syracuse, N. Y. 1,377.47 1,451.70 1,504.58 2,451,900 255,500 
TOLEDO, OHIO 977.44 1,228.45 1,308.80 1,454,435 285,000 
Wasuincton, D. C. 1,769.47 992.96 966.04 13,887,000 14,787,225 
Witmincton, Det. 1,267.25 1,302.92 1,231.29 1,861,070 495,110 


Worcester, Mass. 1,363.45 1,521.23 1,097.75 1,603,425 479,285 
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THE DATA given here are from a survey conducted by E. E. Crab, executive vice-president 
of Investors Syndicate. Figures were gathered from 310 cities, which were scattered in 41 
states and the District of Columbia and comprised one-third of the country’s total 
population. Some facts relative to the 50 largest cities in the original 310 are given below. 
All figures pertain to home building. Dollar amounts are based on building permits. 


Cost of Change in Cost Persons Persons Persons 
Building, of Building, Provided, Provided, Provided, City 
1936 1936-1935 1930 1935 1936 


§ 931,185 $+ 504,475 1,488 O44 AKRON 
1,315,290 3,88 1,244 836 ALBANY 
1,377,628 2,856 1,888 ATLANTA 
4,581,000 O° 5,936 4,556 BALTIMORE 
1,849,747 + 1,482,034 2,556 BIRMINGHAM 


6,868,370 6,141,070 5,356 Boston 
536,550 560 BRIDGEPORT 
4,700,100 3,120 BUFFALO 
16,647,759 12,236 CHICAGO 
20,722,690 - 16,536 CINCINNATI 


2,441,900 
3,254,350 
4,361,837 
3,834,775 
1,240,751 


6,471,885 CLEVELAND 
2,546,800 CoLuMBUS 
2,738,205 DALLAS 
1,453,125 2,45: DENVER 


433,442 § Des MoINEs 


25,380,035 
287,750 
713,601 

9,035,951 
2,049,695 


15,993,042 DETROIT 


219,850 GRAND RapIips 
505,905 HARTFORD 
4,102,551 Houston 


1,326,741 ; INDIANAPOLIS 


129,300 — 182,000 JeRsEyY City 
1,402,200 — 338,600 : Kansas City, Mo. 
31,527,893 + 17,624,207 5,748 3 Los ANGELES 
4,240,810 + 2,853,385 ‘ LOUISVILLE 
5,795,960 + 5,588,080 5 MEMPHIS 


12,529,611 +- 10,537,469 5 MILWAUKEE 
2,531,700 + 729,770 5 MINNEAPOLIS 
714,950 + 453,650 NEWARK, N. J. 
1,717,474 + 1,173,624 NEw ORLEANS 
120,034,481 +61,185,238 72 133,236 New YorkK 


3,923,522 
4,649,350 
2,733,850 
10,662,080 
1,430,773 


2,060,186 3,276 OAKLAND 
3,351,510 4,240 OKLAHOMA City 
2,074,105 2,544 OMAHA 
6,091,100 8,824 PHILADELPHIA 
157.817 $3 : 1,340 PITTSBURGH 


+4+4+4+4 


2,693,450 
730,400 
816,330 
555,465 

1,307,211 


1,750,110 7 2,424 PORTLAND, ORE. 
173,900 672 PROVIDENCE 
381,430 828 RICHMOND, VA. 
265,520 ROCHESTER 
754,089 SALT LAKE City 


4,313,179 
2,949,280 
2,167,966 
8,481,149 
2,196,100 


663,215 St. Louts 
1,460,769 St. 
1,375,865 San ANTONIO 


4,990,750 SAN FRANCISCO 
1,305,975 SEATTLE 


415,265 159,765 SYRACUSE 
2,088,850 1,803,850 TOLEDO 
24,649,531 + 9,862.306 WasHINGTON, D. C. 
1,418,450 + 923,340 WILMINGTON 
859,075 + 379,790 WORCESTER 
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Banking and Emotional Reactions 


By GURDEN EDWARDS 


based on emotion, sentiment or mere human desire 

should not enter in any way into its judgments and 
policies. The sovereign principle of sound banking has always 
been pure reason—the cold logic of facts and figures. Yet, 
whether the banker wishes it or not, it appears to be a fact 
that emotion, sentiment and human desires do play a con- 
stant part in banking, whether in times of prosperity or ad- 
versity. Banking, while preeminently a business of facts and 
figures, sound principles and faithfulness to certain im- 
mutable obligations, is also one of manifold human relations 
—a business that comes into contact with more phases of 
human hopes, plans, ambitions, strivings, accomplishment 
and disappointment, perhaps, than any other. 


[ has long been axiomatic of banking that considerations 


MANY HUMAN CONTACTS 


THE question of the effects of banking methods and pol- 
icies upon the emotions, sentiments and desires of others 
may therefore be a more important aspect of bank manage- 
ment than it is sometimes thought to be. The banker him- 
self may remain cool, unmoved and emotionless, but, as a 
matter of practical banking technique, there might be added 
to his mental attitude a definite awareness of the effects 
which his words and deeds are having on the feelings of 
others. It is possible to list categorically the emotions, senti- 
ments and desires which banking in its multiform human 
contacts daily brings into play. 

The impact of necessary bank routine upon not always 
reasonable human sensibilities as it occurs at the tellers’ 
windows creates an unceasing problem in the emotional 
effects of banking. Some tellers, with a line of busy custom- 
ers, each impatient to have his own small transaction carried 
out promptly, are able to make accurate passbook entries, 
count out change, watch for counterfeits, recognize many 
faces, watch to see that checks presented are properly drawn, 
keep on the alert for overdrafts or forgeries, and still make 
even a milk toast type of customer feel welcome and at ease 
instead of feeling guilty presenting his own check for his 
own money. Other tellers are unable to make even a single 
customer feel at home. As a matter of bank management 
certain qualities of personality would appear to be as im- 
portant in a teller’s cage as technical proficiency. 

There are also two distinct ways in which the impact of 
banking upon human psychology in respect to lending prac- 
tices can be dealt with. The granting of a loan can be made 
an act of business friendship without impairing its sound- 
ness, or it can be handled as a purely cold-blooded business 
proposition without improving its soundness one iota. 

As to refusing a loan—a man may come into a bank fairly 
jubilant with the optimism of his plans, only to go out in a 
state of hopeless dejection if his application is listened to 
wholly in an attitude of pure reason and uncompromising 
judgment and analyzed without sympathy or consideration 
of the human aspirations at stake. Many bankers, however, 
make it their practice to point out in sympathy rather than 
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criticism why the proposition does not fit into sound bank. 
ing and to suggest, if possible, how the applicant's affairs or 
proposition might be put in such shape as to produce a 
bank-worthy transaction. An entirely different emotional 
reaction is set up by this treatment. 


INTANGIBLE RESERVES 


THERE has also but recently developed in the banking 
world a consciousness of the fact that, from the viewpoint of 
the humanities as well as of considerations of financial 
soundness, the placing of first mortgages on an instalment 
plan repayment basis, under which the shadow of debt 
constantly grows less and less and the burden of interest 
payments progressively easier, finally resulting in clear 
home ownership, has inherent in it the power to excite emo- 
tions of pleasure and perhaps sentiments of gratitude toward 
the lender instead of the smoldering hatred of a hopeless 
debtor. 

The full social or political significance of any prevailing 
way in which business is done, whether in banking, industry 
or trade, is found in its cumulative effect on the contempo- 
rary public mind—and this mind, under new types of po- 
litical leadership, now places an entirely new emphasis on a 
demand for humanized public service from corporate enter- 
prise, as distinguished from services based solely on the 
profit motive. 

The history of banking during the depression particularly 
exemplifies this statement. Out of profits banking had built 
up large financial reserves—but in the sentiments of people 
generally it had not built up sufficient reserves of gratitude, 
appreciation, confidence and other emotional resources on 
which it could draw for sympathy, loyalty and support in 
the hour of its great need. 


AN EMOTIONAL BY-PRODUCT 


THE main reason for this appears to have been the past 
failure of banking to realize that there actually is an emo- 
tional by-product of its business which has a practical cus- 
tomer and public relations value. Against many individual 
banks in many places there grew up a sufficient accumulation 
of individual cases of resentment to affect seriously their 
good-will in their communities. 

These statements do not dispute the fact that a bank’s 
operations should be ruled by sound banking principles 
rather than by popularity-seeking motives. They do, how- 
ever, emphasize the equally important fact that sound bank- 
ing done in an unpopular way may prove under stress and 
popular resentment to harbor a fatal liability. 

There is nothing in the record to imply that the banker 
should go in wholesale for emotionalism in banking. Past 
experience and future prospects nevertheless do sound 4 
warning. They clearly indicate that consideration of the 
emotional consequences inherent in banking transactions 
and study of the technique of anticipating them have not 
been given sufficient weight in the past. 
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Practical Classroom Banking 


In the department of commerce of Fullerton District Junior College, Fullerton, California, students have the opportunity to manage their 

own bank, chartered by the State of California and sponsored by the Security-First National Bank of Los Angeles, Fullerton Branch. 

Training is under the direction of L. O. Culp, head of the department of commerce and the employment department. Students are taught 

the operation of various types of accounting machines and other office equipment, the work of tellers and cashiers, management of invest- 

ments, auditing practice and other practical banking procedures. The pictures on this and the two following pages show that these student- 
bankers are enabled to learn not only the bank employee’s viewpoint but the bank customer’s as well 


PHOTOS FROM HARRIS & EWING 


A depositor A teller A clerk 
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The school has its own vault (left) and a variety of makes of business machines, so 
that students become proficient on more than one type 
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At the left a student checks the “accomplishment chart”, which is done after 
each hour’s class has performed its part of the banking operations, from 
bookkeeping (above) to tellers’ duties (below) 


2 YEARS AGO 


In 1265 there was a proj- 
ect in New Haven, Con- 
necticut, called the United 
States College of Business 
and Finance, of which a 
contemporary writer said: 
“It is to be to the business 
and financial world what 
West Point is to the mili- 
lary”, and stated that it 
supplied “the long felt 
want of an institution that 
shall keep pace with our 
wonderful growth as a 
commercial people.” Inci- 
dentally, one of its pur- 
poses was stated as being 
‘o “open wide the door to 
business culture to the 
women of America”, which 
was a radical departure 
for those times. Such 
schools, but perhaps with 


less ambitious programs, 

now dot the country as 

independent institutions or 

‘8 parts of large universi- 
ties 
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While it is Finland 


The banking room in the oldest bank in Finland, Nordiska Féreningsbanken. Below, the 
board room of the bank, which is a joint stock institution 


*s oldest bank, Nordiska Féreningsbanken has one of the newest buildings 


PHOTOS FROM CONTINENTAL & AMERICAN 


Behind 


MERICAN observers have been greatly 

impressed by Finland's regular and 
consistent record for debt iyments, her 
rapidly expanding foreign trade, as evi. 
denced in her participation with the 
United States in a trade treaty signed in 
Washington last May, and the ver 
revealing Finnish industrial exhibitions 
which have recently appeared in such rep- 
resentative cities as Baltimore, Boston, 
Worcester, Buffalo, Duluth, Milwaukee. 
Cleveland, Pittsburgh, New York, Hart. 
ford, Newark and Chicago. 

And, of course, fundamental to all this 
and the other economic growth of the 
young and ambitious republic is her 
banking system. 

At the start we are confronted with the 
seeming anomaly that banking in Finland 
is older than the country itself. Back in 
the days when Finland was a Grand 
Duchy of Russia, in the early sixties of 
the last century, the political awakening 
of the country and her smouldering social 
reforms gave inception to the first project 
for the establishment of a joint stock bank 
in this northern land. 

Then, even more than now, farming 
was Finland’s chief industry and it was 
the intention of the bank’s proponents 
that the new institution should cater to 
the needs of agriculture. But instead of 
the long term amortization credits which 
the farmer needed, it was found that the 
bank was concerning itself more with 
short term loans in accord with the needs 
of an expanding trade and industry. This 
fostered the establishment of two separate 
institutions, and so was founded in 1862 
the first Finnish joint-stock bank, Fé- 
reningsbanken i Finland, followed by a 
second institution, Finlands Hypoteks- 
férening. Féreningsbanken i Finland later 
merged with another joint-stock bank to 
form A.B. Nordiska Féreningsbanken. 
Finlands Hypoteksférening, still in exist- 
ence, operates under state guarantee and 
makes long term mortgage loans to 
farmers. 

Most of the hazards and horrors of the 
early days of American banking have a 
parallel in Finland's banking history of 
those times. All industry was in its in- 
fancy, the country at large was in an un- 
developed state, commerce was largely 
restricted to barter and trade within the 
country, and the currency—at that time 
in rubles—was highly unstable—alto- 
gether an inauspicious environment for 
young banks. 

But by 1865 Finland was allowed 4 
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Finland’s 
Credit 


urency system of her own, followed in 
1877 by the adc yption of the gold standard 
and the fixing of the Finnish mark at the 
ame value as the gold franc. In this span 
{ years Finland had freed herself of de- 
oendence on Russia’s currency system and 
, solid groundwork was laid for the eco- 
nomic growth of the country. 

The next major spurt in the growth of 
anking in Finland came in the seventies, 
when the rapidly expanding sawmill in- 
dustry and the attendant improvement in 
the economic tone of the country stimu- 
lated the founding of additional banks. 
The second was set up in 1872, a third in 
'99 and others in quick succession, reach- 
ing a maximum of 21 in 1920. Consolida- 
tions have since cut this total to nine at 
the present. 

From the earliest times the Finnish 
ommercial banks have been established 
as joint stock companies, modelled to 
extent on the Swedish banking 

redo, but modified by derivations from 
the Scottish banking plan. Exclusive of 
their head offices in Helsinki, the capital, 
there are 471 branches throughout Fin- 
and. In addition to capital and reserves 
the banks draw their operating funds 
partly from deposits on current account 

but chiefly from long time deposits of a 
savings bank nature, permitting with- 
lrawal only on extended notice. 

Presiding over the Finnish banking 
structure is the Bank of Finland, whose 
executive staff is appointed by the Diet. 
In general the Bank of Finland is pat- 
terned after the central governmental 
anks of other lands. 

rhe present joint stock banks share the 
same number of divisions as ancient Gaul. 
In the first group are the three big banks 
whose total footings aggregate 80 to 90 
per cent of the entire banking resources of 
Finland. In descending order of balance 
sheet totals these are the Kansallis-Osake- 
Pankki, with 188 branches throughout 
the country and total footings aggregat- 
ing 40 per cent of all the Finnish com- 
mercial banks, the Nordiska Férenings- 
banken, lineal descendent of the two oldest 
joint stock banks in Finland, and the 
Helsingfors Aktiebank, with an even 100 
ofhices all over Finland. 

The second group also includes three 
banks, each with a special purpose. Thus 
the Séstépankkien Keskus-Osake-Pankki 
is the central bank of the 482 savings 
banks in Finland, the Suomen Kasityo- 
lais-Osake-Pankki extends credit to small 
industries and the craftsmen of the more 


some 
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The Bank of Finland in 
Helsinki (Helsingfors), 
above, can grant credits 
directly to individuals 


At the right is the main 

office building of the 

Finnish Savings Bank 
Association 


Below, the main office 
of the Helsingfors Ak- 
tiebank. It is one of 
the larger joint stock 
banks, having an even 
hundred offices 
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or Jess old-time guild variety, and the 
Suomen Maatalous-Osake-Pankki is for 
lending money to farmers. 

The third category is made up of three 
banks doing business only in special 
localities, the Savo-Karjalan Osake-Pankki, 
the Alands Aktiebank and the Pohjolan 
Osake-Pankki. 

Banks in Finland cannot trade in com- 
modities, engage in industrial 
activity, cannot operate transportation 
services, cannot own real estate other than 
for their own needs and cannot hold 
shares in their own bank. (Their right to 
acquire other stock is definitely circum- 
scribed,) 

Hamstrung and hemmed in as they 
are, it might be thought that the Finnish 
banks would be forced to play a limited 


cannot 


The largest bank in Finland, 

Kansallis-Osake-Pankki, is 

housed in the unostentatious 
building at the left 


Right, the Finnish Stock Ex- 
change, located in the capital 
city 


Below is the interior of the 

bank shown above at the left. 

Kansallis-Osake-Pankki has 

188 branches throughout 
Finland 
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role in the development of 
certain peculiar circumst 
country this has happily 
case. Finland is a land wh« 


disparity between the classes 


As a result, industry in 
than in other countries, ha 
depend heavily on banks { 
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form interest rates on deposits, and fosters 
agreements between the banks as to fees 
received for collections, drafts and other 
services rendered to the public. 
RopGER L. 
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Federal Bread and Butter 


Checking income tax returns against the Collector’s assessment list 


HE Treasury’s Bureau of Internal 

Revenue is one of the Government's 
largest and busiest. With about 24,000 
employees, one-fourth of whom are in 
Washington, it handles a great variety of 
duties. The pictures on these pages touch 
only one phase of its work, the collection 
of income taxes and the checking and sort- 
ing of returns for statistical studies. 

Recently the Treasury Department 
moved to overhaul the Bureau’s compli- 
cated machinery, and Harold N. Graves, 
administrative expert, was appointed to 
do the work. He will attempt to eliminate 
red tape and overlapping activities, and 
expedite the audit and settlement of tax 
disputes. 


Distilled spirits were, in 1791, the first 
object of Federal internal revenue taxa- 
tion. Additions to the list of taxable com- 
modities would be a history of American 
consumers’ tastes. Just as carriages and 
snuff were items taxed in the early days 
of the Government, gasoline and cigar- 


ettes carry their share now, along with a 
(CONTINUED ON NEXT PAGE) 


Examination of returns on incomes of over $5,000 
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vast number of other everyd 

For many years after its « 
the growth of the Bureau w: 
When collection of income 1 
1914 there was an effort t 
Bureau to meet the increa 
upon it. Its work was als 
creased by tax legislation e: 
the World War period and, nore recently, 
the economic depression. enormous 
job was thrown into the [ureau’s lap 
when social security 
enacted. 

The Commissioner of Internal Rey- 
enue, whose office was established in 1861, 
has an assortment of duties lection of 
internal revenue taxes and miscellaneous 
taxing accounts of Congress, enforcement 
of internal revenue laws, and preparation 
and distribution of the 


purchases, 
iblishment 
haphazard, 
s began in 
vamp the 
| demands 
greatly in- 
ted during 


legislation was 


paraphernalia 


needed to make the tax laws work, such 
as instructions, blanks, forms, stamps, ete. 
Under the Commissioner are various 


units. Some of these are: the Income Tax 
Unit, which performs the work its name 


Left, corporation and individual returns go 

into the files after auditing. Below, the card 

punching section, where data is transcribed 
from returns for statistical purposes 
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implies; the Miscellaneous Tax Unit, 
which administers all internal revenue ex- 
ept income, profits and alcohol taxes; 
the Accounts and Collections nit, which 
is responsib! for management of the field 
machinery; the Alcohol Tax Unit; the 
Social Security Tax Unit; the Intelligence 
Unit, which conducts enforcement and 
nvestigatior work. 

The field service has three main divi- 
jons—collection service, field audit serv- 
ice and supervisory field service of the Al- 
ohol Tax Unit. And traveling out of 
Washington are intelligence agents, super- 
visors of accounts and collections, miscel- 
aneous sales tax agents and the field in- 
spection service. ; 

During the investigation of tax avoid- 
ince in the last session of Congress, the 
Treasury discovered some of its own 
shortcomings, it is reported, and one of 
Mr. Graves’ chief tasks will be to inform 
taxpayers as quickly as possible of al- 
leged delinquencies, rather than after a 
period of years, as has often been the case 
heretofore. 


Right, a corner of the punched card files, 

where some 15,000,000 new cards are added 

each year. Below, the counting, sorting and 

tabulating machines, where any class of 
data can be segregated 
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Pay-by-Check Advertising 


Explanations of a familiar bank service 
announcements of a newer one 


and 


Announcing 


Pay QUT of TOWN 


BILLS With Our 
BANK MONEY ORDERS 


Bank Money.Orders pro- Bank Money Orders are 
vide a safe-convenient—inex- issued at The National Bank 
pensive way to pay out-of- of Jackson at the following 
town bills, insurance pre- low rates: 
miums, etc., by mail. 


A NEW CHECKING SERVICE 
for Everybody 


Y 


ZZ 


Hd 
VEL 


_ hank now offers you a new service 
designed particularly for those who 


do not have a checking account. This new 


service permits you to write your own per- 


$ 1.00 to $ 10.00 __ Sc 

at The National Bank of 
Jackson (no forms for you to 100 to 150.00 __15¢ 
fill out) and cost less than 150.00 to 200.00 -.20c 
you usually pay for this type 200.00 to 250.00 __25c 
of service. 250.00 to 300.00 __30c 
A definite receipt for your 300.00 to 350.00 __35¢ 
remittance is issued to you 350.00 to 400.00 __40c 
at time of purchase. Over $400 ___1-10 of 1% 


sonal check on this bank wzthout opening 


They are easily purchased 
an account. 

Simple: tormality, no identification re 

qu minimum balance to maintain 

er Check Service is readily avail 


able to evervhody 


Convenient: You may procure Register 
Checks at our Head Office or any of our 


twenty-three branches conveniently k 


cated throughout Boston. 


Inexpensive: Register Checks provide an 


inexpensive method of remitting tunds 


2 The 
and paying bills. The small fee of ten 


cents a check usually amounts to less than 


the service charges for small checking NATIONAL BANK of 
BOSTON 


Pay your bills and make other remittances 


Wl 


Uy 


You are invited to use this modern medium for paying your out-of- 
town bills and making mail remittances. 


in this convenient and businesslike man- 


ner with your own personal check. 


THE NATIONAL BANK OF JACKSON 


Member Federal Deposit Insurance Corporation 


New England’s Oldest and Largest Banking Institution 


‘Lucky for me 
he doesnt have 
a checking account 
at the Commercial 
National Bank’ 
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fiver 100,000 BUFFALONIANS 
SE THE MARINE...AND SAVE TIME 


AVOID TEDIOUS STANDING IN LINE ASK ABOUT NEW PAY-BY-CHECK PLAN 


Ir you have a checking account, you need never stand in line to Iv aprrtow to the usual checking service we also offer the new 
pay bills or buy money orders. You avoid the risk of mislaying Midland Economy Check Plan. You can now open a checking 
or losing your money. And your ¢ ancelled checks give you a account with as little as $5, and no minimum balance is required 
permanent record of every transaction It is the modern, safe, at any time. You simply pay a small fee for each check you use. 
business-like way for everybody to handle funds. Save time. Ask at your nearest Marine office. 


@ MARINE TRUST COMPANY & 


Buffalo's Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


HOW WE CAN SERVE YOU 


No. 8 in a series of 20 messages to acquaint you with some of the many 
ways in which the Granite Trust Company can be of real service to you. 


Personal Checking Accounts 


For Your Convenience, Economy and Safety 


If you have no checking account in Quincy, we invite you to open 
one and enjoy the prestige of drawing checks on the GRANITE. 


With a checking account, you can pay bills easily and have accurate 
records of all money deposited and checks drawn. You will have 
“cash at the point of your pen.” 


To Open A Checking Account - - 


—merely call at a new account desk, obtain cards for your signature and address. 
You will receive a handy pocket or desk checkbook and a passbook. 


Your deposits may be made in person or by mail. Your checks will be honored at any 
of our three offices. 


Monthly statements will contain your cancelled checks which constitute legal receipts. 


For your further protection, we maintain photographic records of the checks 
you draw. 


ie” ASK FOR OUR FOLDER ABOUT “CHECKING ACCOUNTS” “@4 


Inquire about the low cost of Personal or Automobile Loans 


GRANITE 


TRUST COMPANY 


QUINCY WOLLASTON NORTH QUINCY 


Member Federal Deposit Insurance Corporation 
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Tue Nickel’s Worth 
IN BANKING HISTORY 


AUTOCHEK 


$1.00 opens an AUTOCHEK checking account at this bank. Keep 
as much or as little on deposit as you wish, and draw as many or as 
few checks as you need. Pay as you go —- 5c for each item deposited, 
Se for each check drawn. AUTOCHEK saves you time and steps in 
paying bills, and you can bank by mail, if you like. Your cancelled 
checks will be available to you at regular intervals. Open your 
AUTOCHEK account today! Any officer of this bank will gladly 
give you full details. 


Member Federal Reserve System 
Member Federal Deposit Insurance Corp. 


City National Bank and 
Trust Co. of Danbury 


The Club Woman ] who devotes 
much of her time to so-ial welfare and 
civic activities generally, finds that a 
checking account eliminates burden- 
some details in managing her personal 
finances. She deposits the funds which 
she receives and draws checks in pay- 
ment of bills. She likes the conveni- 
ence and simplicity. The Photographer 
2 is both artist and businessman. He 
keeps up with the latest developments 
in his art and maintains high standards 
in his work. He is aware that he must 
conduct his financial affairs in a busi- 
nesslike manner. He uses a checking 
account because it enables him to 
determine the state of his finances at 


a glance. The Realtor 3 supplies im- 
portant services to the community in 
bringing together buyers <nd sellers 
of property and in developing new 
tracts. He considers his checking ac- 
count a vital part of his business 
records since his canceled checks, 
properly endorsed, preclude any 
question of payment. A checking ac- 
count is an advantage you should 
have. We invite you to open one at 
any of these offices: 75S Broad Street. 
2 Ferry Street, 464 Broad Street, | 
Bloomfield Avenue, 210 Ferry Street. 
$04 Clinton Avenue, 500 Orange Street. 
158 Fleming Avenue, 239 Springfield 
Avenue, 480 Central Avenue, East 
Orange. 329 Main Street, East Orange. 


apply to borrow from'100 
to 11,000 to be repaid 


over @ one year 


DELITY UNTON 
TRUST COMPANY 


NEWARK Jw EAST ORANGE 


MEMBER FEDERAL RESERVE SYSTEM AND FEDERAL DEPOSIT INSURANCE CORPORATION 


Copyright, Fidelity Union Trast Co.. 1957 
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The Convention Concisely 


ON these pages are pic- 

tures of American 
Bankers Association offi- 
cers for the year 1937-— 
1938, and other pictures 
taken at the recent Boston 
Convention of the Associa- 
tion. The address of Orval 
W. Adams, the new Presi- 
dent, appears on page 89, 
followed by excerpts from 
those of other Convention 

speakers 


The pictures on this page 
were made while members 
of the new Executive 
Council were gathering for 
their meeting in Boston at 
the close of the Convention 
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NEWSPHOTOS 
Tom K. Smith, St. Louis, outgoing President 


NEWSPHOTOS 


Harold Stonier, Executive Manager, President Adams and Three ex-Presidents—Robert V. Fleming, Washington (1935-36); 
Second Vice-president Hanes Francis Marion Law, Houston (1933-34); Harry J. Haas, Phila- 
delphia (1931-32) 


H. W. Prentis, Jr., president of the Armstrong 
Cork Company, one of the speakers, and Robert 
F. Maddox of Atlanta (President 1918-19) At the annual ball a crowd gathers to watch a performance by dancers 
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NEWSPHOTOS NEWSPHOTOS 
First Vice-president Benson and President Adams Ex-Treasurer Taylor of Elyria, Ohio, and ex-President Hecht of 
New Orleans (1934-35) 


Treasurer M. H. Malott Thomas R. Preston, Chattanooga F. O. Watts of St. Louis 
of Abilene, Kansas (President 1927-1928) (President 1910-1911) 


Oscar Wells of Birmingham Richard S. Hawes of St. Louis John G. Lonsdale, St. Louis 
(President 1925-1926) (President 1919-1920) (President 1929-1930) 


HARRIS & EWING 
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Above, Russell G. Smith, cashier, Bank of 
America N.T. & S.A., San Francisco, and 
President, National Bank Division 


Richard W. Hill, Secretary of the American 
Institute of Banking Section, has been 
appointed Secretary of the Association 
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H. S. Sherman, president, The Society for 
Savings of the City of Cleveland, and 
President, Savings Division 


Left, Robertson Griswold, vice-president, 
Maryland Trust Company, Baltimore, and 
President of the Trust Division 


Right, W. Gordon Brown, executive man- 

ager, New York State Bankers Association, 

New York City, and President, State 

Secretaries Section, American’ Bankers 
Association 


Above, Harry A. Brinkman, vice-president, 
Harris Trust and Savings Bank, Chicago, 
and President, State Bank Division 


Frank W. Simmonds, who is in charge of J. K. Dunkerley, who has been Secretary 


the State Bank Division of the Association, 
has been appointed Senior Deputy Manager 


to the Executive Manager, now becomes 
Assistant to the Executive Manager 


BANKING 


| 
| | 
genera 
F descrit 
4 facing. 
4 strictic 
Elio 
Cham! 
shun 
econo’ 
Dr. 
Board 
Leo 
said t 
| | cut i 
3 burde 
| W. 
| ing lo 
Elb 
| recu 
Admi 
ou y of the 
k 
Ro 
Legis 
enact 
grow 
Insti 
manc 
paig 
D. 
caref 
Re 
> Mun 
7 free 
R. 
clare 
i 


The American Outlook 


HIS is a headline summary of the American Bankers As- 
sociation Convention in Boston. 


GENERAL SESSIONS 


Tom K. Smith, President, announced that the theme of the 

| sessions was the American Outlook. 

Frank P. Bennett, Jr., editor, The United States Investor, 
described the new kinds of competition savings banks were 
~ Glenn Frank, editor, Rural Progress, advocated less re- 
striction of production and more freedom for business. 

Eliot Wadsworth, chairman, American section, International 
Chamber of Commerce, recommended that the United States 
shun economic isolation. 

Henning W. Prentis, Jr., president, Armstrong Cork Com- 
pany, warned of the dangers of government paternalism and 
economic planning. 

Dr. Virgil Jordan, president, National Industrial Conference 
Board, declared that research should not be used for propaganda. 

Leonard P. Ayres, vice-president, Cleveland Trust Company, 
said the outlook for banking profits was fairly bright. 

Orval W. Adams, assuming presidency, urged a substantial 
cut in Government expenditures and a more equitable tax 
burden. 

NATIONAL BANK DIVISION 


W. F. Augustine, Division President, said banks were quot- 
ing lower loan rates than necessary. 

Elbert S. Woosley, vice-president, First National Bank, 
Louisville, Kentucky, said sound policy was to exclude non- 
recurring earnings from net operating income. 

J. Franklin Ebersole, Harvard Graduate School of Business 
Administration, predicted maintenance of the present value 
of the dollar for a while. 


STATE SECRETARIES SECTION 


Theodore P. Cramer, Jr., President, reported on the section’s 
work in the last year. 

A. H. Coate, secretary, New Jersey Bankers Association, 
delivered the report of the committee on state bankers associa- 
tion management. 

C.C. Wattam. secretary, North Dakota Bankers Association, 
gave the report of the State Legislation Committee. 

Robert M. Hanes, Chairman, A. B. A. Committee on Federal 
Legisiation, reported no laws of major importance to banks 
enacted at last session of Congress. 


SAVINGS DIVISION 


Noble R. Jones, Division President, outlined the steady 
growth of savings banks. 

Alfred H. Hastings, treasurer, Springfield (Massachusetts) 
Institution for Savings, warned against repetition of mortgage 
lending errors of the 1920's. 

Fred I. Kent, chairman of the Association’s Commerce and 
Marine Commission, said social and material progress de- 
manded wide trusteeship of men. 


STATE BANK DIVISION 


H, M. Chamberlain, Division President, described the cam- 
paign to preserve the dual banking system and state autonomy. 


. W. Bates, Iowa superintendent of banks, urged more 
careful chartering of banks. 


Robert H. Myers, vice-president, Merchants National Bank, 


Muncie, Indiana, praised independent banking as best for a 
free country. 


CUSTOMER RELATIONS CLINIC 


R. S. Hecht, Chairman, Public Education Commission, de- 
clared satisfactory public relations required constant work. 
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Henry J. Steeps, president, Bank of Baraboo, Baraboo, 
Wisconsin, described Wisconsin banks’ customer relations 
program. 

Jesse F. Wood, vice-president, State-Planters Bank and Trust 
Company, Richmond, Virginia, said all bankers should share 
in the effort to mold public opinion. 

Ray A. Ilg, vice-president, National Shawmut Bank, Boston, 
said bankers had started a “snowball of understanding” 
rolling. 


CLEARINGHOUSE ROUND TABLE 


H. H. Griswold, Chairman, Bank Management Commission, 
posed the conference’s problem of bank investments in a chang- 
ing world. 

Dr. Walter Lichtenstein, vice-president, First National Bank, 
Chicago, forecast very little advance in long term interest rates 
soon. 

Russell G. Smith, vice-president, Bank of America, San 
Francisco, advised the divorce of market prices from bond 
account valuations. 

H. H. Harris, vice-president, First and Merchants National 
Bank, Richmond, summarized principles of investment policy. 

Robert L. Garner, vice-president, Guaranty Trust Company, 
New York, singled out the Federal budget as the predominant 
factor in the Government securities market. 

John S. Linen, second vice-president, Chase National Bank, 
New York, described the record of and prospects for municipal 
securities. 

RESOLUTIONS AND NEW OFFICERS 


Association adopted general resolutions on Thursday on the 
business outlook, banking record in the last year, postal savings, 
Government expenditures and the budget, taxation and branch 
banking. 

Association elected the following officers: Orval W. Adams, 
executive vice-president, Utah State National Bank, Salt Lake 
City, President; Philip A. Benson, president, Dime Savings 
Bank, Brooklyn, First Vice-president; Robert M. Hanes, 
president, Wachovia Bank & Trust Company, Winston-Salem, 
Second Vice-president; M. H. Malott, president, Citizens Bank, 
Abilene, Kansas, Treasurer, and Dr. Harold Stonier, National 
Educational Director of the American Institute of Banking, 
Executive Manager. 

The National Bank Division elected Russell G. Smith, vice- 
president, Bank of America, San Francisco, President, and 
H. E. Cook, president, Second National Bank, Bucyrus, Ohio, 
Vice-president. 

The State Secretaries Section elected W. Gordon Brown, 
executive manager, New York State Bankers Association, 
President; C. W. Beerbower, secretary, Virginia Bankers 
Association, First Vice-president, and C. C. Wattam, secretary, 
North Dakota Bankers Association, Second Vice-president. 

The Trust Division elected Robertson Griswold, vice-pres- 
ident, Maryland Trust Company, Baltimore, President, and 
Samuel C. Waugh, executive vice-president, First Trust Com- 
pany, Lincoln, Nebraska, Vice-president. 

The Savings Division elected Henry S. Sherman, president, 
Society for Savings, Cleveland, President, and P. R. Williams, 
vice-president, Bank of America, Los Angeles, Vice-presi- 
dent. 

The State Bank Division elected Harry A. Brinkman, vice- 
president, Harris Trust and Savings Bank, Chicago, President, 
and H. W. Koeneke, president, Security Bank, Ponca City, 
Oklahoma, Vice-president. 


THE CITY 


The entertainment committee provided a reception and a 
dance, special trips to points of interest in Boston and daily 
tours to the outlying regions, intimately associated with the 
early history of the country. The annual golf tournament was 
held at the Salem Country Club. Information about prize 
winners will be found on page 56. 
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Resolutions at Boston 


THE BUSINESS OUTLOOK 
‘ke present moderate recession in business activity should 


not be permitted to obscure the fact that 1937 has been so far 

a year of large and consistent gains for industry, commerce 
and agriculture. In the first three-quarters of this year the volume 
of industrial production has been fourteen per cent greater than it 
was in the corresponding period last year. Rail freight traffic has 
been over fourteen per cent larger. There has been nine per cent 
more building construction. Department store sales have increased 
eight per cent. The demand deposits of member banks have ad- 
vanced five per cent. These are important improvements. Only a 
few years in the past have shown greater gains. 

The recent declines in the security markets, and the current de- 
creases in business activity, appear to be reactions from the excep- 
tionally rapid advances-of last year and the early months of this 
one. They reflect a realization on the part of investors and business- 
men that it was unreasonable to expect an indefinitely prolonged 
continuation of recovery at the vigorous rates at which it had been 
advancing. Recessions have been features of all previous recoveries. 


BANKING 


DURING the past year banking has made steady progress. There 
has been a notable increase in commercial loans of Federal Reserve 
member banks and these loans are now over fifty per cent larger in 
volume than they were at the beginning of 1936. 

Repeating the warning expressed in the resolutions of the Amer- 
ican Bankers Association at both its 1935 and 1936 annual conven- 
tions, we here emphasize again our conviction that the number of 
chartered banks should be limited rigidly to the economic require- 
ments of the nation. Public opinion not only in the nation as a 
whole but in every state should be kept alert against any tendency 
toward a return to over-banking through the indiscriminate char- 
tering of new institutions in places which are not large enough to 
support a bank, or in which there are already ample banking 
facilities. We believe that full public support should be given the 
bank supervisory authorities, both state and national, in resisting 
political or other pressure tending to make for unjustified expansion 
of the banking facilities under their jurisdictions. 


POSTAL SAVINGS 


WE approve the extended researches completed during the year 
by the Association’s Committee on Banking Studies with respect 
to the Postal Savings System, which have laid down an invaluable 
body of facts for use at the appropriate time in the consideration 
of such legislation or other measures relative to the system which 
will be in the public interest, and which will remove unjustified 
competition with the chartered banks. 


GOVERNMENT EXPENDITURES AND BUDGET 


FROM recent expressions by those high in authority in the na- 
tional government, we are pleased to note a determination to 
balance the Federal budget. While recognizing that unusual 
economic circumstances and necessary efforts to relieve human 
suffering and deprivation under emergency conditions justified 
unusual expenditures of public funds, and being aware of the 
difficulty involved in the effort to balance the budget, nevertheless 


we believe that a return to a balanced budget should be the prime 


objective of a sound public fiscal policy. 

From time to time in recent years this Association and its officers 
have emphasized the importance of this achievement; we now feel 
the time has come to encourage the steady progress of normal 
business and industrial enterprise which cannot prosper without 
the confidence which will be engendered by bringing Federal ex- 
penditures through economies in line with income. 


TAXATION 


AT the recent conference of the governors of the several states, 
recommendations were made in line with the resolution adopted at 
our last convention with respect to the overlapping and duplicate 
taxation of the same objects by local, state and Federal Govern- 
ments. We again urge that early consideration be given to this 
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Approved at the Annual 
Convention in October 


important subject by the states working in collaboration with 
each other and with the Federal government and looking not only 
toward the elimination of duplicate taxation but as well toward 
greater certainty in administration and standardization of tax 
laws. Such action, we believe, would do much to bring about an 
increase in the normal flow of business activity. 


BRANCH BANKING 


PURSUANT to the action of the Executive Committee of the 
State Bank Division, which has been transmitted to us by the 
President of that Division, Mr. H. M. Chamberlain, with a request 
for clarification of the position of the American Bankers Association 
upon questions involved in dual and branch banking, the Resolu- 
tions Committee, in response to the request of the State Bank 
Division, desires to submit the following resolution for adoption 
by this convention, so that all Divisions, Sections, Committees 
and Commissions of the Association shall be guided accordingly: 


We favor the preservation and continuation of the dual banking 
system by which banks are free to operate under either state or 
national charter. We also believe that the system of unit banks 
has been peculiarly adapted to the highly diversified community 
life of the United States. However, many of the states now 
authorize by law the operation of branch banks. We believe that 
national banks should, as they do now, continue to enjoy an 
equality with state banks of branch banking privileges within 
those states. The Association supports in every respect the 
autonomy of the laws of the separate states with respect to 
banking. We reiterate our belief that no class of banks in any 
state should enjoy a greater right in respect to the establishment 
of branches than banks chartered under state laws. We are 
definitely opposed to any proposal or device looking to the 
establishment of branch banking privileges across state lines, 
directly or indirectly. 
SPECIAL RESOLUTIONS 
REVIEWING the record of the past year in the affairs of the 
American Bankers Association, the members of this convention 
take this occasion to express their sincere admiration for and ap- 
proval of the devoted and able administration which the retiring 
President, Tom K. Smith, has given to its many-sided activities. 
The record of his administration has carried on the high tradition 
of service to American banking established by a long line of pred- 
ecessors, and points the way for the continued advancement of the 
welfare of our profession. Within the scope of Association adminis- 
trative functions he has materially promoted the continued progress 
of efficiency and coordination, while in the broader field of the part 
played by organized banking in current public affairs, he has 
particularly fostered measures to bring about improved public 
understanding and sentiment in respect to banking. We feel that 
the members of the banking profession owe Tom K. Smith a deep 
debt of gratitude for his conduct of their Association’s affairs. 
We regret that Mr. Fred N. Shepherd indicated to the officers 
several weeks ago that he would not again stand for reelection to the 
office of Executive Manager of the American Bankers Association. 
For the past sixteen years he has faithfully served the organization 
with marked ability. His career has been distinguished by sincere, 
conscientious and loyal devotion to the duties of his high office. 
As he leaves active contact with our administrative affairs, he 
carries with him our best wishes for his future health and happiness. 
We also here express our thanks to the leaders in American 
business, banking, and public thought who have given us so gener- 
ously of their time and experience as speakers before the various 
meetings of this convention. They have each made distinctive 
contributions to the interest and value of its sessions. ; 
We extend our sincere thanks to the bankers of Boston and their 
committees who have provided so efficiently for the handling of this 
convention, and for the hospitable reception and entertainment of 
our delegates; to the hotels for their excellent facilities and coopera- 
tion; to the many representatives of the press in Boston and from 
various parts of the nation who have given such fine news treatment 
to our meetings, and to the citizens of Boston for the cordial wel- 
come which has been expressed to us in so many ways. 
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RECORDAK IS NOT JUST A 
HECK PHOTOGRAPHER” 
TA SAFER, LOWER COST 
ERATING METHOD... 


This photographic system of 
accounting provides both 
bank and depositor with a pro- 
tection and security not possi- 
ble by any other method of 
bank operation. 


ECORDAK, the safest, fastest, 
most accurate and most eco- 
nomical system of bank account- 
ing. It eliminates expensive, in- 
volved machines, freeing their 
specialized, high-salaried opera- 
tors for other work . . . ends dupli- 
cation of effort... lost motion... 
unnecessary overhead and costly 
overtime work. It provides photo- 
graphic records of every trans- 
action... records that are tamper- 
proof, extraction-proof, alteration- 
proof... speedily made ... easily 
handled and filed . . .a safeguard to 
bank and depositor alike. 


e 
A Recordak installation carries no burden of pur- [ Users of Recordak report savings up to 45% net on | 


chasing new equipment. For Recordak Systems are 
rented, not sold...no capital outlay required, no de- 


Preciation, no special operator needed. a 7 4 A 4 
e @ 


Recordak Photographic Accounting Systems are Photographic Accounting 


serviced from 12 conveniently located offices...one close 


to your bank. Recordak Corporation, Subsidiary of 
Eastman Kodak Co., 350 Madison Ave., New York, N. Y. Systems 


per-item costs, 50% on supplies, 90% in storage space. 
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The Executive Manager 


RED N. SHEPHERD announced his retirement as 

Executive Manager of the American Bankers Association 
at the Boston Convention, and the Executive Council elected 
Dr. Harold Stonier as his successor. Dr. Stonier will continue 
as National Educational Director of the Association and as 
Director of the Graduate School of Banking. 

Mr. Shepherd served as Executive Manager for 16 years, 
coming to the Association in that capacity in 1922 from the 
Chamber of Commerce of the United States. He had served 
the latter organization as field manager since the outbreak 
of the War. His connection with American Bankers Associa- 
tion affairs, however, was of earlier date, for he was a mem- 
ber of the Agricultural Commission from 1917 to 1921. 

A Westerner by birth and background, Mr. Shepherd 
engaged in newspaper work, underwriting, real estate and 
business management before entering the banking business 
in 1912 as cashier of the Empire National Bank, Lewiston, 
Idaho, a post he held until 1917. He was born in Ottumwa, 
Iowa, in 1878, and was graduated from Park College in 1900. 
Long interested in public and civic affairs, he is a member of 
the Academy of Political Science and the National Press 
Club, and once was a member of the Republican State Cen- 
tral Committee of Idaho. He is the author of several bro- 
chures on economic and banking subjects. Park College 
gave him the LL.D. degree in 1925. 


Dr. Stonier’s Acceptance 


In accepting the position of Executive Manager, Dr. 
Stonier spoke as follows with reference to Mr. Shepherd: 

“Whatever I might have been able to achieve I think in 
very large measure has been due to the fact that I have been 
fortunate in the men who have supported me and worked 
with me, and advised me and counseled with me through the 
years in our educational work. 

“The very first of those men to give me splendid support 
in a very difficult situation was the Executive Manager of 
the Association, Mr. Shepherd. Men here in this room will 
perhaps never know how near it was ten years ago that we 
might have lost the American Institute of Banking as a 
vigorous educational organization working in the field of 
adult education. The forces of disintegration had set in, 
many competing and conflicting factors were concerned, and, 
without the personal support of the Executive Manager, it 
would not have been possible for me even to have gotten 
away from first base. 

“Through the years, I have developed, therefore, for him a 
great personal affection, and I know I speak on behalf of the 
staff when I say that it was with extreme regret that they 
learned he was not to be again a candidate for this position. 
He carries with us and from us, as members of the staff, our 
very great feeling of gratification and affection for the sup- 
port he gave us all through the years.” 


The New Executive Manager 


Dr. STONIER, a native of San Jose, California, was ap- 
pointed Educational Director of the American Institute of 
Banking on November 1, 1927. In 1935 he organized the 
Graduate School of Banking, conducted jointly by the 
Association and Rutgers University, and has since been the 
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THE Convention in a resolution said: 


“We regret that Mr. Fred N. Shepherd indicated 
to the officers several weeks ago that he would not 
again stand for re-election to the office of Execu. 
tive Manager of the American Bankers Associa- 
tion. For the past sixteen years he has faithfully 
served the organization with marked ability. 
His career has been distinguished by sincere, 
conscientious and loyal devotion to the duties of 
his high office. As he leaves active contact with 
our administrative affairs, he carries with him our 
best wishes for his future health and happiness.” 


School’s Director. This year he received the Rutgers award 
for work in adult education. 

In 1929 Dr. Stonier was appointed by the Secretary of the 
Interior to membership on the Advisory Committee on Edu- 
cation by Radio. President Hoover in 1932 named him as 
one of 12 delegates to represent the United States at the 
International Conference for Commercial Education in 
London. He is treasurer of the American Association for 
Adult Education. 

Dr. Stonier, a member of Phi Beta Kappa, attended the 
College of the Pacific and the University of Southern Cali- 
fornia, getting his master’s and doctor’s degrees from the 
latter institution. He also took graduate work at the Uni- 
versity of California and Columbia University. 

His experience includes teaching in high school and junior 
college and several years of work in the investment banking 
business in Los Angeles, as a specialist in bond advertising. 
In 1920 he arranged for the underwriting for the College of 
Commerce and Business Administration of the University of 
Southern California and for several years was associated 
with its administration. In this connection he first became 
interested in Los Angeles Chapter, American Institute of 
Banking, and helped supervise its courses. 

Later Dr. Stonier organized the extension work of the 
University of Southern California and also that institution’s 
alumni association. From 1923 through 1927 he was the 
University’s vice-president. In 1926 he served as president 
of the Los Angeles Advertising Club and later of the Pacific 
Advertising Clubs Association. He is also a former vice- 
president of the International Advertising Association. 


Three Other Changes 


SEVERAL other changes not hitherto mentioned in the 
summary of the Convention were made by the Adminis- 
trative Committee. 

Richard W. Hill, secretary of the Public Education Com- 
mission and of the American Institute of Banking, was made 
Secretary of the American Bankers Association. 

Frank W. Simmonds, Deputy Manager, and Secretary of 
the Bank Management Commission, the State Bank Divi 
sion and the State Secretaries Section, became Senior 
Deputy Manager, a newly created title. 

J. R. Dunkerley, who has been Secretary to the Executive 
Manager, becomes Assistant to the Executive Manager. 
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More profit with higher wages is the natural desire of the 
management of any business. And yet many times this seems 
impossible of achievement. 


Here it is that May Methods have proved themselves the 
real stepping stones to greater efficiency and hence 
greater profits. 


The May organization . . . men rigorously trained in all 
— of business administration and management . . . can, 
y a detailed and searching analysis of your business, show 
many ways in which potential profits are leaking away. 


Reduced costs, larger earnings and higher wages are the 
invariable results when May Methods are installed. 


Our survey and recommendations will cover every operation 
of your business . . . from raw materials to the ultimate 
consumer ... from the smallest detail to the most important 
matter of management policy .. . and the results obtained 

many hundreds of concerns in all branches of industry, 

have employed the George S. May Company are proof 
that May Methods will help you to greater profits . . . no 
matter what your business. 


Consult our nearest office. The consultation will 
cost you nothing and it may be of great benefit. < 
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Letter Business 


R 


WE SAVED THIS MACHINE SHOP 
$500,000.00 


Our estimate showed a prospective saving of 
$113,100.00. Their Works Manager later signed 
a statement that May Methods actually saved 
$500,000.00, yet increased wages over 20%. By 
passing on 50%, of our savings to the consumer 
their sales doubled! One of the greatest engi- 
neering accomplishments ever recorded. 


* 
MAY METHODS KEPT THIS COMPANY 
FROM BANKRUPTCY WITH A SAVING 
OF OVER $30,000.00 


Necessary wage increases were making this tex- 
tile mill lose heavily. Our preliminary survey 
showed an expected saving of $20,660.00. The 
actual saving was $30,756.00. This enabled the 
manufacturer to increase wages and yet operate 
at a good profit . . . thanks to May Methods. 


GEORGE S. MAY COMPANY 


CHICAGO SEATTLE 


ATLANTA NEW YORK 


2600 North Shore Ave. 710 Second Avenue 134 Peachtree St. 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 


122 East 42nd St. 
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CALENDAR 


Meetings and Activities 


I.B.A. Convention 


ERE is a brief synopsis of the program for the 26th 
annual convention of the Investment Bankers Asso- 
ciation of America at White Sulphur Springs, West 

Virginia, November 3 to 7: 

Forums on regulation of the investment business, on the 
public utility industry, current investment problems, Fed- 
eral taxation, and municipal finance. Forum speakers: 
George C. Mathews, member of the Securities and Exchange 
Commission; Frank R. McNinch, chairman of the Federal 
Power Commission; Dr. John H. Williams, professor of eco- 
nomics at Harvard University and vice-president of the 
Federal Reserve Bank of New York; Morris S. Tremaine, 
Comptroller of the State of New York, and Charles M. 
Johnson, Treasurer of the State of North Carolina. 

Three general sessions, reports of standing committees 
discussing the year’s studies and activities in specific phases 
of finance. 


A Banking Conference 


THE second North Carolina Bankers Conference will be 
held at the University of North Carolina, July 11 to 15, 
1938. Plans for the meetings were formulated recently at a 
meeting of representatives of the University, the North 


Carolina Bankers Association, and the state banking depart- 
ment. A similar conference was held last July. The program 
for next year’s meetings will include a discussion of invest. 
ments, credit problems, cost analysis, banking research and 
Government regulations. 


Press Relations for Banks 


THE subject of press contacts for individual banks and 
methods by which they are handled by bank officers jn 
charge of publicity for banking institutions throughout the 
country are presented in detail in a booklet issued by the 
Publicity Committee of the American Bankers Association, 
This is study No. 3 in the recently established series “ Pyb- 
lic Relations for Banks.” 

The booklet covers the questions of what constitutes news, 
material offered as news by banks, methods employed in 
placing news in the hands of the press, the attitudes of the 
newspapers toward the banks, efforts to influence their atti- 
tudes, the place of advertising and measures for handling 
situations involving unfavorable news about a bank. 


Graduate School of Banking Theses 


SEVERAL original theses on various phases of banking 
prepared by members of the graduating class of 1937 of the 
Graduate School of Banking have been selected and placed 


CONVENTIONS 


State Associations 


Nebraska, Hotel Cornhusker, Lincoln 

Arizona, E] Paso, Texas 

Mid-Year Trust and Banking Conference, New Jersey, 
Berkeley-Carteret Hotel, Asbury Park 

Florida, Tallahassee 


1938 


Mid-Winter Meeting Connecticut Bankers Association, 
Hartford Club, Hartford 

Oklahoma, Tulsa 

Missouri 

Texas, Fort Worth 

Illinois 

South Dakota, Huron 

Iowa 

District of Columbia, The Homestead, Hot Springs, 
Virginia 

Massachusetts, Swampscott 

Virginia, The Homestead, Hot Springs 

West Virginia, White Sulphur Springs 


Feb. 10 


May 
May 
May 
May 23 
June 
June 
June 


June 
June 
June 


Group Meetings 


Group 3, Kansas, Coffeyville 
Group 7, South Dakota, Deadwood 
Group 5, Kansas, McPherson 
Group 9, Kansas, Liberal 

Group 7, Kansas, Greensburg 
Group 11, Oklahoma, Enid 


Other Organizations 


Automobile Shows in New York, N. Y.; Toledo, Ohio; 
Boston, Massachusetts; San Francisco, California; Los 
Angeles, California; Cincinnati, Ohio; Omaha, Nebraska; 


Akron, Ohio; Columbus, Ohio; Brooklyn, New York; 
Buffalo, New York; Chicago, Illinois; Detroit, Michigan; 
Indianapolis, Indiana; Minneapolis, Minnesota; Newark, 
New Jersey; Philadelphia, Pennsylvania; Pittsburgh, 
Pennsylvania; Baltimore, Maryland; Cleveland, Ohio; 
Rochester, New York; Springfield, Illinois; Portland, 
Oregon; St. Louis, Missouri; Denver, Colorado; Jersey 
City, New Jersey; Milwaukee, Wisconsin and Kansas 
City, Missouri. 

Annual Convention of National Foreign Trade Council, 
The Cleveland Hotel, Cleveland, Ohio 

Annual Convention of the Investment Bankers Associa- 
tion of America, Greenbrier Hotel, White Sulphur Springs, 
West Virginia 

Annual New England Bank Management Conference, 
Hotel Statler, Boston, Massachusetts 

Annual Meeting of Academy of Political Science, Hotel 
Astor, New York, N. Y. 

Southwestern Bankers Convention, El Paso 
Thirteenth New England Conference, Hotel Statler, 
Boston, Massachusetts 

National Appraisal Forum, Joint Committee of Appraisal 
and Mortgage Analysis, Washington, D. C. 
Conference on Banking, University of Illinois, Urbana, 
Illinois 

Annual Convention of The Association of Life Insur- 
ance Presidents, The Waldorf-Astoria, New York City 
American Management Association, Division of Finance 
and Accounts, New York City ; 
American Accounting Association, Atlantic City, New 
Jersey 
American Economic Association, Atlantic City, Ne* 
Jersey 


1938 


Fifth International Heating and Ventilating Exposition, 
Grand Central Palace, New York City 
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| 
Nov. 4-5 
Nov. 11-12 
Nov. 11-12 
Nov. 16-18 
| 
Nov. 3-5 
Nov. 3-7 
-11 
—19 Nov. 5 
24 
~3 Nov. 10 
8 
Nov. 11-13 
Nov. 18-19 
9-11 
16-18 Nov. 19-20 
23-25 
Nov. 22-23 
ec. 2-3 
Nov. 2 Dec. 2 
Nov. 2 5 
Dec. 14-15 
Nov. 4 7 
Yec. 27-3 
Nov. 5 
Nov. 11 Dec. 28-30 
Nov. 


Each of us feels himself to be unique—and we are—no two individuals are alike. By what 
standards, then, can we safely judge others? How can we measure their inner strength 
—their moral stamina—if we cannot safely judge others by ourselves? 

National Surety Fidelity bonds bring certainty and security to this last frontier of 
science — human nature itself. Experienced executives regard their cost as necessary 
“life” insurance for business. But records show even experienced management usually 
underestimates the amount of coverage needed. 


Each year National Surety promptly pays just claims for many “shock losses” that 
would otherwise wreck the businesses affected. It pays to live in National Surety Town. 
National Surety representatives everywhere — themselves picked men—are selling 


Fidelity bonds and blanket bonds; plus protection against burglary, forgery, and many 
other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT New York 


Copyright Nationa! Surety Corporation, 1937 
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in the library of the American Bankers Association, 22 East 
40 Street, New York City, it is announced by Harold Stonier, 
Executive Manager of the Association and Director of the 
school. They are available for study at the library or will be 
mailed on request. 

The theses were selected by the faculty of the school from 
those submitted by members of the class as a part of their re- 
quired work. Neither the Association nor the school, it is 
stated, assumes any responsibility for the material or con- 
clusions in these documents, the authors alone being re- 
sponsible for all statements of fact and opinions expressed, 
but the faculty “believes that these particular theses are 
worthy of consideration and study by bankers and others 
who may be interested.” 

A catalogue of the topics and synopses of the theses may 
be obtained from the American Institute of Banking. 


State Bank Supervisors 


WILLIAM R. WHITE, New York Superintendent of Banks, 
was elected president of the National Association of Super- 
visors of State Banks at the organization’s 36th annual 
convention in New York in October. Other officers are: First 
vice-president, Gurney P. Hood, Commissioner of Banks in 
North Carolina; second vice-president, D. W. Bates, Super- 
intendent of Banks in Iowa; secretary-treasurer, R. N. Sims, 
former Bank Commissioner of Louisiana. 


Auditors and Comptrollers 


THE president of the National Association of Bank Auditors 
and Comptrollers for the coming year is Arthur J. Linn, 
comptroller of the Hamilton National Bank, Washington, 
D. C. Other officers elected at the association’s 13th annual 
convention, held in Boston in October, are: vice-presidents, 
E. G. Armstrong, comptroller, Commerce Trust Company, 
Kansas City, Missouri, and J. W. Massie, auditor, Republic 
National Bank, Dallas; secretary-treasurer, Charles Z. 
Moyer, auditor, First National Bank of Chicago. 


Bank Women’s Convention 


THE first recipient of the Jean Arnot Reid Award, made by 
the Association of Bank Women, is Miss Clara E. Gauntz, 
assistant cashier of the Second National Bank, Meyersdale, 
Pennsylvania. Her selection was announced at the recent 
annual convention of the association in Boston. 

The award, established last year in honor of Miss Jean 
Arnot, a founder of the association, is being given yearly to 
a woman graduate of the American Institute of Banking 
selected as “fitted through the integrity of her character 
and the efficiency of her work to represent women in 
banking.” Candidates for the 1937 award were limited to 
graduates of Institute chapters of the middle Atlantic 
states. Miss Gauntz was graduated from Johnstown (Penn- 
sylvania) Chapter, Class of 1937. She has been with her 
bank for 10 years as general bookkeeper and teller, then 
as manager of the bond department and this year as assistant 
cashier. 

The association reelected Miss Anne Houstoun Sadler 
of New York to the presidency. She is assistant secretary, 
Bank of the Manhattan Company, New York. Other officers 
for the coming year are: vice-president, Miss Mabel D. 
Robson, manager women’s department, First National 
Bank, Atlanta; recording secretary, Miss Lillian M. Russ, 
assistant trust officer, Troy Trust Company, Troy, New 
York; corresponding secretary, Miss Mabel F. Thompson, 
director, service department, Union Dime Savings Bank, 
New York; treasurer, Miss Mary E. Gillen, manager, wom- 
en’s department, Chase National Bank, New York. 
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THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS FFA SERVICE 


40 Browd (Central Cable Office), New York, 
U548 144 WL COLLECT=NS BOSTON MASS 18 
WILLIAM KUHNS= 

AMERICAN BANKERS ASSOCIATION NYK= 


DEAR SIR AT THE SALEM COUNTRY CLUB OCTOBER 15 THe 
WINNERS OF GOLF TROPHIES WERE AS FOLLOWS EXPRESIDENTS 
GOLF TROPHY HARRY J HAAS WON FOR THE THIRD TIME RET 
TROPHY. PHILADELPHIA BOWL ROBERT S DREW WON FoR SECOND 
TIME. GOLFERS TROPHY HARRY C FABYAN. OTHER PRIZE WINNERS 
WERE FIRST DIVISION BEST GROSS SIDNEY W NOYES JR BEST 
NET M G SHENNAN HANDICAP VS PAR E S STIMPSON BEST 


‘SELECTED NINE ROBERT S DREW SECOND DIVISION BEST Gross 
ANTHONY G FELIX BEST WET THOMAS L JOHNSON HANDICAP ys - 
PAR ROBERT V FLEMING BEST SELECTED NINE HORACE S STEWART 
THIRD DIVISION BEST GROSS HARRY C FABYAN BEST NET HARRY J 
HAAS HANDICAPS VS PAR R M DECORMIS BEST SELECTED NINE wt 
GRIEVES FOURTH DIVISION BEST GROSS CLARENCE S$ WALKER 
BEST NET GEORGE H COREY HANDICAP VS PAR G VICKERY BEST 
SELECTED WINE AILDRETH AUER= 
F A CARROLL. 


The Boston golf tournament 


Regional vice-presidents are: 

New England: Miss Ethel T. Gammons, assistant secre- 
tary, Newton (Massachusetts) Trust Company. 

Middle-Atlantic: Miss Catherine S. Pepper, National City 
Bank of New York. 

Southern: Miss Harriet McSwean, manager, savings 
department, City National Bank, Selma, Alabama. 

Mid-West: Mrs. Mary L. Bridwell, director, women’s 
bank service, Iowa-Des Moines National Bank & Trust 
Company, Des Moines. 

Lake: Miss Gertrude M. Jacobs, assistant cashier, 
Marshall & Ilsley Bank, Milwaukee. 

South-West: Miss Leota Branum, assistant cashier, 
Mercantile National Bank, Dallas. 

Western: Miss Mildred Roberts, assistant cashier, Citi- 
zens National Trust & Savings Bank, Los Angeles. 

North-West: Miss Bertha P. Singer, manager, women’s 
department, First National Bank, Portland, Oregon. 


Trust Research Week in Detroit 


DETROIT’S “Trust Research Week”, conducted by the 
American Bankers Association through Detroit Chapter, 
American Institute of Banking, was held in the Michigan 
city October 4-9. The meeting was one in a series of con- 
ferences on trust research being held in various cities. 

The program included several luncheon and dinner meet- 
ings and conferences among trust men, instructors in the 
institute chapters, law students at Wayne University, the 
University of Detroit and the Detroit College of Law, 
judges of probate, the Michigan Bankers Association, 
members of the bar, and life underwriters. 

The Trust Research Department of the Graduate School 
of Banking was organized in 1937 with a grant from the 
Educational Foundation of the Association. The department 
director is Gilbert T. Stephenson. 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office - 55 WALL STREET - New York 
Condensed Statement of Condition as of September 30, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


Cash and Due from Banks and Bankers $ 549,266,058.47 
United States Government Obligations (Direct or Fully Guaranteed 447,508,653.22 
State and Municipal Bonds 102,580,484.93 
Other Bonds and Securities 138,473,876.50 
Loans, Discounts and Bankers’ Acceptances 686,474,187.06 
Customers’ Liability Account of Acceptances 20,053,443.78 
Stock in Federal Reserve Bank 3,652,500.00 
Ownership of International Banking Corporation 8,000,000.00 


Bank Premises 50,768,667 .99 
Other Assets 4,739,896.44 


$2,011,517,768.39 


$1,812,046,913.79 
Liability as Acceptor, Endorser or Maker on Acceptances and 


$57,361,767.52 
12,836,095.11 44,525,672.41 
Items in Transit with Branches 4,983,205.15 

Reserves for: 

Unearned Discount and Other Unearned Income 4,922,853.44 
Interest, Taxes, Other Accrued Expenses, etc 7,056,747.43 
1,550,000.00 

$77,500,000.00 

44,250,000.00 
14,682,376.17 136,432,376.17 


§2,011,517,768.39 


Figures of Foreign Branches are as of September 25, 1937. 
Securities carried at $157,017,752.62 in the foregoing statement, consisting of $126,955,167.62 
of United States Government Obligations, $18,226,660.11 of State and Municipal Bonds, and 
$11,835,924.89 of Other Bonds and Securities, are deposited to secure $137,813,650.07 of Public 
and Trust Deposits, and for other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 


CITY BANK FARMERS 
TRUST COMPANY 


Head Office + 22 WILLIAM STREET - New York 


Condensed Statement of Condition as of September 30, 1937 


Cash and Due from Banks $ 29,594,087.85 
United States Government Obligations (Direct or Fully Guaranteed) 35,379,199.23 
State and Municipal Bonds 7,046,852.38 
Other Bonds and Securities 15,118,417.85 
Loans and Advances 7,355,710.95 


600,000.00 
4,316,021.25 
2,336,349.73 

$101,746,639.24 


$ 75.094,538.70 
2,388,519.49 
10,000,000.00 
10,000,000.00 
4,263,581.05 


$101,746,639.24 


Securities carried at $1,516,019.93 in the foregoing statement, consisting of $1,370,000.00 of 
U. S. Government Obligations and $146,019.93 of State and Municipal Bonds, are deposited 
with public authorities for purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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METHODS and 


OPERATIONS 


CE Public Relations 


SEVERAL of the ideas developed at the last convention of 
of Wisconsin Banks d the Financial Advertisers Association were treated at some 

| | length in October BANKING, starting on page 19. Additional 
ideas from this same source are given in the following para- 
graphs on public relations: 


* * * 


An adaptation of the original World’s Fair Savings Club 
successfully promoted by an upstate New York Savings 
bank, is now being extended nationally by the New York 
World’s Fair 1939 committee, it is reported. 

Enthusiastic interest resulting from the first direct-mail 
announcement to a select list of banks indicates a course of 
rapid development shortly. All material contained in the 
prospectus presented at the session may be obtained from 
fair headquarters at cost. Individual adaptations of any or 
all of the plan may be made by interested banks. 

Local interest already aroused by the intensive publicity 
| released from fair headquarters will naturally center on 
<I those banks operating World’s Fair clubs. Furthermore, the 
* . “ie. Fair itself may be a means of reviving vacation club enroll- 
| ments which have for years lacked the necessary objective. 


as 
| The “Home Financing Chart’’, designed and copyrighted 
Milwaukee depositary by 523 of the 605) by a savings and loan institution of Cleveland, was consid- 
_ered an effective promotional device for new mortgage 
banks in Wisconsin, the First Wisconsin’s| loans. 
By means of a dial attached to a die-cut card the prospect 
unparalleled statewide contacts enable this | may, at a glance, determine his mortgage limitations based 
| upon income brackets ranging from $1,500 to $8,000. 
bank to serve correspondents and business; Whensetting the dial at $3,500 annual income, for example, 
| $8,700 appears as the maximum of home investment, $73 as 
concerns in many ways that go far beyond | maximum monthly mortgage payment, $8,500 as limit of 
mortgage loan; and actual payments of $48.40 per month 
the ordinary limits of routine commercial | under the FHA plan and $46.57 under a 6 per cent plan, 
both figured on a 20 year basis, complete the picture for the 
banking. Bank officials and business) prospect. To the last two figures the chart advises the addi- 
tion of one-twelfth of the annual cost of taxes and insurance 
executives are invited to write for a copy | to determine the full monthly payment. It further advises 
| that to insure the soundness of a mortgage investment, life 
of our interesting, unusual Wisconsin Ser-| insurance should equal mortgage indebtedness. ; 
| All figurés used on the dial are the result of an exhaustive 
vice Map. Address our Busi-| study of the Cleveland mortgage market. It is reported that 
this chart has been responsible for a large number of new 


ness Development Division. | mortgage applications. 


* * * 


The personal loan department was cited, among other 
things, as an effective instrument of competition with credit 


* unions which are making such headway in many parts of t 
FIRSTS: ontrary to what might readily be surmised, the discus: 
SIZE W ISCO NS | N sion of this subject developed that the entrance of commercial 


banks into the personal loan field, instead of having a detri- 


SCOPE OF SERVICE 
FACILITIES N ATIONAL mental effect upon the business of the Morris Plan and other 


BUSINESS CONTACTS industrial banking institutions, had very materially stimu- 
FIRST CHOICE of BANK lated their business, resulting in a markedly increased vol- 

Wisconsin Banks ume. Also in places where the banks had entered the auto- 
Member of the Federal OP ETD mobile financing field upon a considerable scale, their efforts 
Deposit Insurance Corp. (ConTINUED ON PAGE 61) 
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says Bank Executive 


E always considered our fil- 

ing cabinets perfectly safe. 

They were made of steel and housed 

in a fireproof building. What more protection could we 
ask? But . . . when a wastebasket suddenly burst into 
flames .. . spread to window drapes and enveloped one of 
those files .. . we learned the true facts about our fire risk. 


“In 10 minutes’ time, records and papers were scorched 
almost beyond recognition. Luckily we were able to re- 
place them after a few weeks’ work. But if we had been 
so unfortunate as to have that fire hit our vital records the 
loss would have been overwhelming.” 


Day and Night Record 


Protection at point of use 


No need to transfer valuable records from 
reference point to vault at night. And no 
need to worry about daytime fire hazards. 
Safe-Kardex, offering one. two or four- 
hour fire protection, can be snapped shut 
in a few seconds if fire starts. Safe-File, for 
correspondence and other important pa- 
pers, withstands intensive heat for up to 
one hour. 


MAIL THE COUPON. Learn how you can 
. have fire protection for important bank 
SAFE-KARDEX . . . SAFE-FILE papers at only slightly more than the cost 
Complete line of models and sizes of ordinary, firetrap cabinets. 
built for banking use 


Remington Rand Inc., Dept. B-111 
465 Washington Street, Buffalo, N. Y. 


Please send me, without obligation, information 
on Safe-Kardex and Safe-File. 


Name. 
Firm Name.. 


Address........... 


City and State 
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“One of the most progressive changes 


we have made’ 


says MR. E. A. WRIEDEN, Vice President 
and Cashier, Union Planters National Bank 


& Trust Company, Memphis, Tennessee. 


IN THE Union Planters National Bank & Trust 
Company, one of the important banks in the South, 
National Bookkeeping and Accounting Machines 
are used in four departments. 

“Although we have been using the National 
System of Window Posting in the Savings Depart- 
ment of our Manhattan Branch for several years,” 
says Mr. Wrieden, “we were somewhat skeptical of 
its adaptation in our Main Office where the tremen- 
dous volume of activity was a deciding factor. After 
serious consideration, this equipment was installed 
last February. Now that we have passed through the 
peak load, occasioned by our semi-annual interest 
credit period, with practically no lobby congestion, 
we must say that we are genuinely pleased with our 
investment. Our customer reaction has been so 
favorable that we feel this has been one of the most 
progressive changes we have made. 

“Two years ago we installed a National Type- 
writing-Bookkeeping Machine to post our General 
Ledger and Bond Ledger. We found it so flexible 


in its application, and so easy and simple to operate, 
that we made a similar installation to maintain the 


record of our Trust Department. 

“Nationals have been used exclusively in our 
Transit Department for more than ten years. The 
combination of standard adding machine and type- 
writer keyboards on these machines enables us to 
meet any requirement in the description of items 
without sacrificing speed.” 

Many banks have had the same experience which 
Mr. Wrieden describes. If your institution is ready 
for a “progressive change,” get in touch with the 
local National representative. A visit from him will 
incur no obligation. 


DAYTON, O 
Cash Registers ° Posting Machines ° Analysis Machines 
Typewriting-Bookkeeping Machines * Bank-Bookkeeping Machines 
Check-Writing and Signing Machines . Postage Meter Machines 
Accounting Machine Desks ° Correct Posture Chairs 
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OPERATIONS 
(CONTINUED FROM PAGE 58) 


had both stimulated automobile sales and tended to bring 
down the costs of other financing methods. 

The representative of one large institution which had 
entered the personal loan field some time ago and made it one 
of the major activities of the bank, reported an extremely 
satisfactory experience. He emphasized the quick turnover 
of loanable funds through the amortized personal loan, the 
wide distribution of risk and the very low loss ratio. With the 
number of loans running into six figures, he pointed to a 


complete turnover of loans every twelve months with very | 


satisfactory earnings and a loss ratio of but one tenth of one 
cent. 

In the conduct of a personal loan department a warning 
was sounded against announcing or advertising the cost of 
loans at any specific rate as a dangerous policy and one apt 
to create ill will among other personal loaning agencies. He 


advocated making the rate lower than any other and so | 


advertising it, but avoiding the use of figures. 


* * * 


The question, “In your opinion, does the public believe | 


that trust institutions are too impersonal in handling prob- 
lems that require sympathy and understanding?”, brought 
out that the matter can be viewed from two sides, for trust 
institutions might be either too personal or too impersonal. 
However, most criticism on those points came from people 
who have not had actual experience with trust business. 

Women, especially, fear that their finances will be too 
closely checked. 

On the impersonal side some people feel that the trust de- 
partment will run the estate by a rule of thumb method 
which follows a rigid procedure. 

The problem of enlightening both groups is one of educa- 
tion. Part of this education will come from those who have 
had real contact with the trust department service. They are 
familiar with the human interest acts of trust companies. 
Over the bridge table many friends have been made for trust 
companies by satisfied and enlightened customers. Friendly 
attorneys, insurance men, satisfied beneficiaries and bank 
oficers can all be helpful in spreading a knowledge of the 
real character of trust service. 

The use of human interest stories in advertising will help 
to convince people that trust companies are aggregations of 
sympathetic human beings and not a collection of robots. 
But back of these stories should be truth, for unless trust 
service is sympathetic and understanding no amount of ad- 
vertising will make people believe that it is. 

Unfortunately trust service has not been popularized and 
some think of it as an instrument of the wealthy. Some 
method of serving the little fellow, the man on the street, 
must be found. The solution to this will probably be found 
in some form of the uniform or commingled trust. 

Administrative men, in their contact with customers and 
beneficiaries, should keep the public relationship angle con- 
stantly before them. Courteous, careful efficient treatment 
will make friends, while discourteousness or abruptness will 
make enemies. It frequently is of value to complete under- 
standing to have the wife brought in when a trust arrange- 
ment is set up. 


(CONTINUED ON PAGE 62) 
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COMPLETING 


Your Plans 


FOR 1938 


ERCHANDISING your bank’s services does not differ 
M greatly from the merchandising problems that face 
thousands of business corporations. 

First, of course, you have a job to do in your own com- 
munity through local newspapers and direct mail. Second, 
you must consider the building and maintenance of your 
correspondent bank contacts. Third, in the national market, 
you can profitably address the readers of BUSINESS 
WEEK — men who can definitely turn business to you — 
individual and company balances . . . who are prospects 
for corporate and personal trusts. 

Business Week’s audience among important executives 
in thousands of leading business and industrial concerns 
reaches the men responsible for local balances, for branch 
offices and branch plants. Nearly 100,000 paid subscribers 
like these with a pass-along readership make Business 
Week’s audience of more than 350,000, a group that will 
read with interest what your Bank has to say. 

Business Week is helping hundreds of outstanding com- 
panies sell their products and services to industry and busi- 
ness. It is being used, too, by many of the nation’s lead- 
ing banks. 

In no other magazine of business is the interrelationship 
between banking and business so well exemplified as in 
Business Week. In 1936, for example, Business Week 
published more articles on banking and finance than three 
other business magazines combined. 

May we suggest that now, when your plans for 1938 
are under discussion, you look carefully into Business 
Week’s story and the low cost of using this national 
periodical for consistent messages? 

A letter will bring the nearest Business Week repre- 
sentative — or additional information by letter, if you 
prefer — with no ob- 
ligation on your part. 

You should have 
the facts about 
BUSINESS 
WEEK before 
you complete your 
1938 program. 


BUSINESS . 


BUSINESS WEEK 


THE EXECUTIVE’S BUSINESS PAPER 


330 West 42nd Street, New York, N. Y. 
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THE SEAL OF 
SERVICE 


to Realty Maintenance 
and Mortgage Deyaattment 


Executives 


The Anthracite Industries’ Seal of 
approval shown above, is recognized 
as representing the highest standards 
in the heating field. 

This Seal is issued by Anthracite 
Industries’ Research Laboratory only 
to equipment that has passed the 
most rigid tests in the heating field. 
It offers you, and home owners, com- 
plete assurance of highest standards 
of efficient performance. 

This Seal also represents practical 
help to you...on any problem af- 
fecting Anthracite heating. All the 
knowledge gained from long exten- 
sive research, impartial technical 
data of performance records of ap- 
proved equipment, and information 
aboutrecent developmentsin Anthra- 
cite heating, are at your command. 

Should problems arise needing per- 
sonal help, avail yourself of the ser- 
vices of Anthracite Industries, Inc., 
extensive field organization. These 
trained heating men have available 
the accumulated experience of the 
Anthracite industry. 


@ Consult us freely, at any time. For 
Anthracite Industries, Inc., is a non- 
profit corporation, organized to focus 
the experience and services of princi- 
pal factors interested in extending the 
economies and conveniences of Anthra- 


cite heating. 
ANTHRACITE INDUSTRIES, Ine. 


Chrysler Building New York 
(SEE ADVERTISEMENT ON OPPOSITE PAGE) 
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OPERATIONS 


(CONTINUED FROM PAGE 61) 


**4re You Mr. Smith?” 


Many tellers are too careless in their 
methods of obtaining identification. If 
|a check payable to J. G. Smith is pre- 
sented and the teller asks “Are you 
Mr. Smith?”, and the stranger says 
“Ves”, the teller will often pay over 
without further ado, especially if the 
amount is small. The question, of course, 
is silly. Nobody is going to say, “No, 
I’m not Mr. Smith”’, unless he is a very 
innocent holder in good faith. 

Instead, say to the man, ‘Good 
morning, Mr. Smith. Have you some 
| identification with you?” He can hardly 
take offence at this approach and he will 
almost invariably haul out cards, let- 
ters, and the sundry documentary im- 
pedimenta that we all lug around with 
us. The trouble is that most of this stuff 
is valueless as identification. If the 
check has been lost and is in the posses- 
sion of a crook he will most probably 
have obtained possession also of the 
cards, letters, etc. 

But out of the litter Mr. Smith may 
have some signed cards by means of 
which you can check his endorsement. 
It is important to note that the signa- 
tures have not been recently affixed. 

In all cases it is a sound rule to ask 
_ for some particular form of proof rather 
| than accept what is proferred. If Mr. 
| Smith hands you a driver’s license, 
| without being asked for it, there is a fair 
| chance that he is not Mr. Smith, but 
| has forged Smith’s name on both check 
and license which Smith carelessly left 
| unsigned. 

One of the best forms of identification 
| is initials in hats. Of course this applies 
| only to men, but fortunately the whole 
| problem of identification concerns itself 
| mostly with men. Initials are particu- 
| larly good because a crook is not likely 

to be wearing another man’s hat. Obvi- 
/ously if you merely make a general 
| request for identification and the man 
| thrusts his hat into your hands saying, 
“Sure, ’m J. G. Smith—look! There 
are my initials”, it is not nearly as 
good as if you led him up to disclosing 
|a means of identification that he had 
himself overlooked. 

If the man outside the cage is well- 
| dressed he is apt to have a tailor’s label 
inside his suit with his name on it. This, 
of course, is perfect identification—pro- 
vided, again, that it is not thrust vol- 
untarily at you. 

If a check is presented already en- 


| dorsed, having your customer re-write 


his signature, either on the other half 
of the check or on a pad, will disclose 
fraudulent possession; but naturally 
this only applies when checks are en. 
dorsed before being lost, and usually 
they aren’t. 

Letters sometimes afford good proof 
of identity. Ask your man—having first 
obtained his permission to open a letter 
he has handed you—whom and where 
it is from, the street address of the 
sender (if it is on the letter), when he 
got it (checking the date with that on 
the letter) and who signed it. If he has 
two or three letters and is able to answer 
all questions you need have no worries, 
It should be added that considerable 
diplomacy and ease of manner are nec- 
essary to get this checkup over without 
annoying the man, and it must be 
borne in mind that most men have the 
longest memories for fancied slights and 
discourtesies at a banker’s hands. 


J. 


Possible Dollar Savers 


NEARLY every bank has a classified 
record of its expenses and it is usually 
in comparative form. Moreover, sub- 
stantially every bank has some idea of 
the comparative volume of its transac- 
tions. With these as a basis it can ap- 
proach the question of whether it is 
operating economically. 

Assuming that a bank is making use 
of modern mechanical devices in volume 
operations, and that it has a satisfac- 
tory and well-trained staff, it may be 
worth while to go right down the list of 
expenses, raising questions along the 
following line: 

In connection with all purchases of 
supplies and equipment, is the lowest 
bidder—quality being adequate—get- 
ting the order? 

Are orders for supplies placed in eco- 
nomical quantities? Frequent small or- 
ders cost more, of course, than larger 
and less frequent ones? 

Are unnecessary supplies permitted 
to accumulate in departments? 

In getting new forms and re-orders 
of old, is someone watching for economy 
in size, ruling, and printing, and quality 
of paper? 

Is there an abundance of special 
requisitions from the operating depart- 
ments and branches, and would a stand- 
ing order for routine supplies help in 
this connection? 

If a bank is using a paid trucking 
service for the transfer of securities oF 
cash among various offices, are more 
trips being paid for than are needed? 

If the bank has numerous branches, 
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ANTHRACITE EQUIPMENT OFFERS 
PERMANENCE AND MOST MODERN 


DEVELOPMENTS IN ALL HEATING 


Now, with long-term mortgages, and prevalent 
bank ownership of properties, careful study should 
be given to “life-expectancy” of home-heating 
equipment. Also important are future availability 
of fuel, and constancy of fuel prices. On all these 
things depend security of mortgage, rate of depre- 
ciation and maintenance cost. 

Anthracite heating equipment provides the nec- 
essary security and permanence. The long life of 
Anthracite equipment is known to everyone. It 
often outlasts the home or apartment, church or 
public building in which it is installed. It requires 
very little servicing. Moreover, there is a stable 
source of supply of Anthracite, and its cost has 
steadily decreased while other fuel costs have in- 
creased. 

Think, too, of the rehabilitation economies An- 
thracite heating offers. Where the existing Anthra- 
cite heater is in adequate condition, the installa- 
tion of an inexpensive thermostat provides auto- 
matic heat, thus extending fueling periods to 12 
hours or more. You can install a magazine feed 


heater, which needs no attention from24 to 48 hours, 
or you can install an automatic Anthracite burner 
for all-season automatic fueling and ash handling. 
Write for the book“ Modern AnthraciteEquipment.” 
It shows pictures and describes the recent achieve- 
ments in Anthracite equipment. ANTHRACITE 
INDUSTRIES, Inc., Chrysler Bldg., New York. 


(SEE ADVERTISEMENT ON OPPOSITE PAGE) 


Cannsyloame 
ANTHRACITE 


COAL 


This seal of approval 
appears on Anthra- 
cite equipment only 
afterit has passed the 
most rigid tests in the 
heating field. 
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OPERA TIONS—Continued 


would the zoning method of branch 
organization save on messenger service? 


Is there an unnecessary expenditure 
of funds for overtime, that is, could the 
duties of the staff be so re-arranged as to 
permit of supplying staff from depart- 
ments that are temporarily over-manned 
to those that are rushed, and in this 
connection could the service require- 
ments of customers be leveled off 
somewhat? 

Is the bank spending money for ad- 
vertising as a matter of courtesy with no 
tangible return? 


Is it unnecessarily subscribing for 


newspapers, periodicals, ticker service, 
and the like? 

Is the library, if one is kept, too gen- 
erous in its purchases of new books and 
publications? 

Is the bank paying more for rented 
quarters than is just? 

Is it giving to any tenants in its 
buildings more free utility service than 
is warranted by the rent paid? 

Are department heads admonished to 
see that lights are turned off when not 
needed? 

Is there an unnecessary number of 
telephone extensions? 


OUR client’s future and in 

many cases the safety of 
your loan requires accurate 
knowledge of the hazards and 
complete control of the insur- 
ance that protects him against 
them. Lumbermens will be 
glad to show you how to estab- 
lish satisfactory bulwarks 
against all kinds of losses. An 
insurance survey by a repre- 


sentative of Lumbermens costs 
you nothing—may save you 
and your client many dollars. 
If you suspect that because of 
certain changes and adjust- 
ments in your clients’ hold- 
ings, the insurance may not 
now be giving adequate cover- 
age or coverage of the right 
kind, send the coupon today! 
There is no cost or obligation. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 


SAVE WITH SAFETY IN THE 


Other Companies Under 
The Same Management 


American Motorists Insurance Company 


National Retailers Mutual Insurance Company 


Federal Mutual Fire Insurance Company 
Glen Cove Mutual Insurance Company 


“WORLD’S GREATEST AUTOMOBILE 


MUTUAL” 


Lumpermens Mutua Casuatty Company 
Mutual Insurance Building, Chicago, Ill. 


Gentlemen: Please give us full information 
on a free survey of our insurance needs. 8-8 


Name... 
Address... 
City... 


Where a bank owns its own build 
is the management in the hands ofa 
skilled technical man? 

Is the bank unnecessarily absorbj 
the costs incurred for customers in post- 
age and insurance? 

Is the bank providing adequate byt 
no more than adequate protection by 
way of all forms of insurance? 

Before the purchase of any new equip- 
ment or machinery is the purchasj 
agent sure that the bank is not already 
possessed of devices which might be 
used for the purpose? 

Are all mechanical devices period. 
ically and sufficiently maintained so as 
to get full and efficient use thereof? 

Is the bank making the fullest econ- 


| omy in the use of centralized mailing? 


Are expenditures for floral tributes 
being overdone? 
Is someone keeping careful watch on 


| all legal expenses to see that all bills are 
i in order and that expenses of that na- 

| ture which should be borne by the cus- 
| tomer are recovered? 


Are expenses incident to traveling and 
conventions out of line? —§. 


Sale of 
Bank Service 


To the Editor: 
N page 62 of your September 1937 
issue appears a statement of the 
profitability of a solicitor’s sales efforts. 
Would you mind giving me a little 
more information on this subject? 
The article says that $10,352.49 rep- 


| resents net income on a 3 per cent basis 


for the two-year period. Deducting 
$4,000.00 cost would leave $6,352.49, 
which divided by two leaves $3,176.25 
as net profit per year. 

Relating this to 146 accounts with 
an average monthly balance of $988.00, 
or roughly $146,000, we have a net 
earning rate of $2.17 per $100 handled. 

The average net earnings before divi- 


| dends of Federal Reserve members in 


1936 were $1.27 per $100. The average 
earnings of F.D.I.C. members were % 


| cents per $100. 


Your article presupposes proper cost 


accounting, and I would like to know 
| if the figures given are in fact correct, 


or if they leave out many important 
operating costs. 

The type of sales effort referred to 
appears to be virtually a skimming off 
the top of deposit business which repre- 
sents saturation with respect to all 
banks. The apparent emphasis on mov- 
ing business from one bank to another 
leaves open for discussion types of new 
business taken from actual competitors 
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TRACTOR CAPACITY AT THE 
HOURLY COST OF A TEAM 


R. H. Drane of Kentucky has used his Case “CC” tractor 1500 
hours annually for seven years at a yearly upkeep cost of $7.14. 
Burning 10-cent coal oil he gets Case capacity for a total of 19.4 
cents an hour—actually less than the cost of a two-horse team. * * * 
At right, the Case “CC” and the Case Centennial tractor plow, 
climax of 100 years of continuous plow building that began with 
the first Grand Detour steel plow of 1837. 


the same hazards of season, storm, and price. 

But the farmer who keeps his operating costs 

,down has consistently a better opportunity 

> for an operating profit . . . consistently more 

of a margin to meet maturing obligations on 

or ahead of schedule . . . consistently makes a 
better credit risk. 

Because they burn efficiently any fuel from No. 1 
furnace oil to premium gasoline, Case tractors | 
enable farmers to choose the fuel that produces 
power at the lowest cost. This fuel freedom guards 
against delays—and timeliness is the essence of 
profitable farming — should some sudden emer- 
gency shut off the supply of any certain fuel. Because 
he is fortified against the unforeseen, the buyer of 
a Case tractor brings added assurance that he will 
liquidate his loans per schedule. 

Case tractors are famous for their long life, low 
rate of depreciation, and amazingly high resale 
value at any age. As a rule there are standing offers 
and a seller’s market for used Case tractors. All 
this means safeguarded security and a higher level 
of liquidity in loans to Case owners. 

Not only tractors, but the Case Centennial trac- 
tor plow .. . combines and threshers . . . imple- 
ments for tillage, planting and cultivation . . . hay 
and harvest machines . . . indeed the whole Case 
line of 77 modern farm machines have that com- 
bination of long life, low upkeep and profitable 
performance which in the course of a century have 
come to be called Case Quality. It merits your con- 
sideration in dealing with your farm clientele. 


J. I. CASE CO., Racine. Wisconsin. 
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Bread, Butter, and Jam 
for 13,000,000 People 


RE you one of these 13,000,000 people? Does 
the income which supports you come from 
making or selling automobiles, radios, electric 
refrigerators, or movie films? If so, you are one 


of them. You are one if that income comes from 
the rayon or aluminum industry, or any of the 
other industries which have grown up in a 
single generation. 


Automobiles, radios, gasoline, aluminum—these 
and many other products exist today because 
industry sought new products and better ways 
of building old ones. And after unearthing these 
new products, industry developed them, found 


ways to build them better, means to sell them 
at lower prices. 


Today, these industries not only employ millions 
but—through demands for steel, coal, cotton, 
transportation— they 
more. 


help support millions 


Some of the greatest advances in this work 
have been made through the use of electricity. 
Through it new products have been developed, 
and the efficiency of all industries has been 
increased. In most of these modern electrical 
developments, General Electric research and 
engineering have pioneered. 


G-E research has saved the public from ten to one hundred dollars 
for every dollar it has earned for General Electric 


GENERAL @ ELECTRIC 


LISTEN TO THE G-E HOUR OF CHARM, MONDAYS, 9:30 P.M., E.S.T.. NBC RED NETWORK 
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OPERA TIONS—Continued 


of banks with respect to handling other 
money. 

C. R. HEBERLING 

Dayton, Ohio 


To the Editor: 
IS a pleasure to reply to the letter 
from Mr. Heberling regarding the 
item entitled “Sale of Bank Service” 
which appeared in the September issue 
of BANKING. 

The facts and figures for this article 
were given me by Mr. C. Russell Ar- 
nold, vice-president and cashier of the 
South Philadelphia National Bank in 
Philadelphia. 

Yesterday I spent an hour or more 
with Mr. Arnold, who was good enough 
to check over the figures with me. 
Everything in the article stands with 
one exception, and that is a vital one 
which brings the final result in line 
with the averages quoted by Mr. Heber- 


In error, the overhead was figured at 
2% per cent in place of 3! per cent. 
The correct calculation of income 
should read 5% per cent less 3% per 
cent overhead, with net income on a 2 
per cent basis. 

Much as we regret the error, it does 
not detract from the main purport of 
the article, which is intended to show 
that a fairly even flow of sound, profit- 
able commercial business is possible 
through the use of an experienced 
whole-time solicitor. 

A. PATTERSON FIRTH 
Philadelphia, Pennsylvania 


Check Personality 


Tue checks a bank furnishes its cus- 
tomers can be either good or bad pub- 
licity agents, depending upon how 
makers and holders react to their ap- 
pearance and convenience. Checks that 
are not representative of the institution 
on which drawn can be subtle emissaries 
of evil without this fact being quite 
realized. 

Some of the things which go toward 
making a well-received check are qual- 
ity of paper; printing or lithographing; 
physical layout of lines to be filled in; 
adaptability for use in typewriter, 
checkwriting machine and longhand; 
convenience of size for insertion in 
standard envelopes; method of binding 
so the book will lie flat when open; and 
color. 

Some banks have built into their 
checks a destinctive personality that 
immediately identifies the check with 
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the name of the bank on which drawn. 

Two instances illustrate the impor- 
tance of check personality. 

A bank through persistent solicita- 
tion obtained a personal account from a 
business man who, as president of his 
company, decided its banks of deposit. 
Although the bank of the story did not 
have any of the company’s business, the 
business executive had inferred that the 
bank would be favored at the first 
opportunity. He said his personal ac- 
count would be active and substantial 
whereupon he was supplied with a 
check book ordered imprinted and sent 
direct from the bank’s regular printer. 


The bank was more than surprised 
about two weeks later when the execu- 
tive closed the account by a check 
deposited to his account with another 
bank. A bank representative called to 
ask the reason for the closing and was 
much chagrined to learn the former 
depositor had been so disgusted at the 
appearance of the check book furnished 
him that he decided it would be a mis- 
take to have his name circulated on a 
check so carelessly prepared. Efforts of 
the bank to explain away the dissatis- 
faction and supply a new check book 
were of no avail and the bank not only 
lost good business and an opportunity 


For The Investment 


Of Bank Funds 


The First National Bank of Chicago 
maintains an active market in all 
issues of United States securities, 
buying and selling government 
bonds and short-term notes for its 


Own account. 


The experience of more than seventy 
years and immediate contact with 
principal cities makes this bond serv- 
ice particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and a daily quotation 
sheet will be mailed on request. 


Telephone FRAnklin 6800 


Teletype 


CGO .. 


The First National 
Bank of Chicago 


987 
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Guaranty Trust Company 


66 


of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 
LONDON 


PARIS BRUSSELS 


MAIN OFFICE 
140 Broadway 


LIVERPOOL 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


HAVRE ANTWERP 


Condensed Statement, September 30, 1937 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
U. S. Government Obligations 


Public Securities . 


. $ 511,167,649.45 
530,451,391.54 
44,314,572.16 


Stock of the Federal Reserve Bank ... . 7,800,000.00 


Other Securities ..... 
Loans and Bills Purchased 


Items in Transit with Foreign Branches. 
Credits Granted on Acceptances 


Bank Buildings. . 
Other Real Estate 


Real Estate Bonds and Mortgages mee 
Accrued Interest and Accounts Receivable 


LIABILITIES 
$ 90,000,000.00 
. 170,000,000.00 
10,657 ,925.52 


Capital. . . 
Surplus Fund . . 
Undivided Profits. 


Dividend Payable October 1, 1937 . 


18,907,978.25 
679,155,536.17 
1,751,590.67 
24,948,866.18 
13,323 ,347.87 
466,524.64 
3,074,802.61 
17,181,255.42 


$1,852,543,514.96 


$ 270,657,925.52 
2,700,000.00 


Miscellaneous Accounts Payable, Accrued 


Interest, Taxes, etc. . 

Acceptances or 

Less: Own Acceptances 
Held for Investment 


$43,766,995.63 


19,257,869.96 


18,818,129.45 


24,948 ,866.18 


Liability as Endorser on Acceptances and 


Foreign Bills... . . 


Agreements to Repurchase Securities Sold. 


$1,508,375,722.92 
19,754,615.38 


Outstanding Checks 


5,738,992.00 
1,109,523.00 


1,528,130,338.30 
$1,852,543,514.96 


Securities carried at $42,401,978.52 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


WILLIAM C. POTTER, Chairman 


W. PALEN CONWAY, President 


EUGENE W. STETSON, Vice-President 
DIRECTORS 


GEORGE G. ALLEN Director, British- 
American Tobacco Company, Limited, 
and President, Duke Power Company 

W. PALEN CONWAY President 

CHARLES P. COOPER Vice-President 

American Telephone & Telegraph Company 

JOHN W. DAVIS of Davis Polk Wardwell 


Gardiner & Reed 

HENRY W. de FOREST 
ARTHUR C. DORRANCE President, Campbell 
Soup Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of america 
CHARLES E. DUNLAP President, Berwind- 
White Coz! Mining Company 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G.GOSSLER Chairman of the Board, 
Columbia Gas & Electric Corporation 


EUGENE G. GRACE President 
Bethlehem Steel Corporation 
of Brown Brothers 

Harriman & Co. 

JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 

DAVID F. HOUSTON President, The Mutual 
Life Insurance Company of New York 
CORNELIUS F. KELLEY President, 
Anaconda Copper Mining Co. 

FREDERICK P. KEPPEL President, 
Carnegie Corporation of New York 

THOMAS W. LAMONT of J. P. Morgan & Co. 
WILLIAM C. POTTER Chairman ofthe Board 
GEORGE E. ROOSEVELT of Roosevelt & Son 
EUGENE W. STETSON Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY of J. P. Morgan & Co. 
L. EDMUND ZACHER President, 
The Travelers Insurance Company 


W. A. HARRIMAN 


(Member Federal Deposit Insurance Corporation) 


to acquire more from this source, but 
also a friend in the community. 

The other incident is a matter of 
thoughtlessness in supplying new checks 

A bank after long cultivation my 
tained an account from a very substap. 
tial business house which it supplied 
with specially printed check forms at 
considerable expense to itself. The ac- 
count opened with a five figure deposit 
and was expected to become quite 
active. About a month after the opening 
the firm changed its name and shortly 
thereafter the account was drawn down 
to a low four figure balance and became 
dormant. Several weeks passed and, the 
account’s status remaining the same, a 
bank representative called on the firm 
to determine the reason. It could get no 
satisfactory answer other than that the 
firm had decided to use its other bank 
exchusively. 

Shortly thereafter the account closed. 
A bank official in scrutinizing the check 
which closed the account noticed that 
it bore originally the old name of the 
firm which had been lined out, with the 
new name inserted. It immediately 
dawned on him that the possible reason 
for the unexplained action as regards 
the account might be due to the bank’s 
negligence in not supplying new checks 
at the time the firm changed its name. 
This impression was confirmed by the 
firm’s comptroller who added that he 
felt the bank had been thoughtless in 
not having new checks prepared for the 
company as did its other depository. 


MONTANA BANKERS 


E. L. Johnson, president of the 

First National Bank of Plains, 

is president of the Montana 

Bankers Association for the 
current year 
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PROTECTION 


Jus 


on the Highway, so are La Monte Safety Papers 


recognized as the symbol of protection in trans- 


ferring credits by Check and Draft. In many 


states La Monte Safety Papers are also used 


for Automobile Registrations and Operator's 


Licenses to guard against alteration and coun- 


terfeiting. » » 


GEORGE LA MONTE & SON 


La Monte Safety Papers are used by outstanding business 
institutions from coast to coast — including 78 of the nation’s 
100 largest banks. 


Nutley ..... . New Jersey 


MMMit as the Motorcycle Patrol stands for Safety 
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Wit we have infla- 
tion? Will short term 
commercial borrowing 
increase in volume? What 
will happen to bonds if 
interest rates should rise? 
Important questions, these. 


But no matter how doubt- 
ful may be the effect of 
such developments upon 
the sources of bank in- 
come, the continuance of 
that important cause of 
overhead expense, the 
‘‘deposit and check” sys- 
tem, may be counted up- 
on as a certainty. 


Clear your items through 
us and be assured of the 
greatest efficiency at least 
cost. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus .. . . $30,000,000 


Member of Federal Deposit Insurance Corporation 


Teaching Sailors 


to Save 


Feeney aboard a Great Lakes 
freighter furnished the writer con. 
vincing evidence that sailors are thrifty. 
The crew of this one ship, almost with. 
out exception, authorize savings deduc- 
tions at the time they receive their pay 
at the end of each voyage. ; 

The Lake Carriers’ Association bears 
out this statement in its August 1937 
Bulletin when it says: 

“$1,105,432 to August 1—a new rec- 
ord. In the big year 1929, when early 
navigation conditions were about the 
same as they have been this year, a new 
record for total bank deposits of $1,073, 
072 was established for the three and 
one-half month period, Apri! 15 to July 
31, inclusive. That record has now been 
broken, wage earning deposits this navi- 
gation season, April 15 to July 31 hay- 
ing totaled $1,105,432. 

“There is a total of 268 ships whose 
crews made bank deposits in July, of 
which no less.than 174 had deposits of 
$1,000 or more during the month.” 


AN ACCOUNT IN EVERY PORT 


IN 1911, the Lake Carriers’ Associa- 
tion, representing companies operating 
fleets of freighters on the Great Lakes, 
and The Cleveland Trust Company, 
decided to help make a saver out of the 
sailor, thus challenging the old notion 
that seamen are natural spendthrifts. 
From 1911 to August 1, 1937, deposits 
of Lake Carriers’ Association vessels in 
banks of record in Cleveland and Buf- 
falo, totaled over $25,235,700 (no rec- 
ords were kept in 1932). 

| The welfare plan committee of the 
association 26 years ago sought to de- 
vise some means whereby part of the 
sailors’ earnings could be conserved. 
The seaman, in addition to his many 
opportunities for spending money easily, 
had always been under the handicap of 
inconvenience in saving. He could not 
step into a savings bank, like the lands- 
man, because he is infrequently ashore 
and not regularly in the same port. As 
the general practice has been to pay him 
at the end of each voyage, he must re- 
sist the temptation to squander a fair 
share of his earnings while ashore. 

It was the opinion of the late J. H. 
Sheadle, a lake shipping executive, 
founder of the marine savings plan now 
in use, and then a director of The Cleve- 
land Trust Company, that the men 
would be more interested in thrift if 
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By I. I. SPERLING THIS NIGHT 
facilities were placed at their disposal. T RANS IT ~ E RVI Cc E 


He accordingly submitted the matter to 
the bank to see if a practical plan could 


"The pan ev MAY HELP YOU! 
The plan evolved is simple. It is now o 


ysed, with various adaptations, by a 
number of banks in cities along the 
Great Lakes. 


HOW SHIP-BANKS WORK 


THE bank sends to the steamship com- 
pany at the opening of each shipping 
season a package for each vessel con- 
taining the paraphernalia for banking- 
by-mail. This consists of blanks for 
remitting money, signature cards, ad- 
dressed envelopes and withdrawal order 
forms. In practice, the captain in paying 
off asks each man whether he wishes to 
deposit part of his pay in the bank. If 
so, the sailor signs a sheet authorizing 
the deduction and instructing the steam- 
ship company to deposit the amount 
indicated to the man’s credit. Three | 
copies are made of this sheet. The origi- | 
nal and first copy are mailed to the | 
company’s office where the original is | 
retained, the copy being forwarded to 


155 trains and 16 planes in and out of the city each day put Buffalo in close contact 


with the major portion of New York State and with other sections of the United States. 


the bank accompanied by the com- NUSUALLY prompt presentation of cash items throughout the 
pany’s check covering the deposit total 

indicated on the sheet. The third copy 
is retained by the captain and serves as | made possible by the day and night transit department of the Marine 


his record. An individual receipt is is- | 
sued for amount of the deposit, as pass- | lrust Company. Items sent during the day which reach us in time to 


major part of New York State and equally prompt return is now 


books are generally retained for safe- | 
keeping and convenience by the bank. | 
These receipts are returned by mail to | next day in most of the important centers of New York State. 
the captain who distributes them to 
employees. 


be forwarded by the night transit department will be presented the 


| Arrangements with correspondents throughout the United States also 


CASHING DRAFTS IS EASY permit the Marine to provide speedy handling of items in these sec- 


THE withdrawal blank is an order on | tions. We shall be pleased to explain the benefits of this transit service, 
the depositor’s bank account. The bank | 
honors it by mailing to the address indi- | 
cated a New York, Chicago or other | senting out of town items in the quickest possible time. 
draft to the order of the depositor. In | 

cashing the draft at any port the de- | 

positor may be identified by the master 


of the vessel or the master himself may M A R Pi N E T R U NS) T 


cash it if he has the funds. 
In earlier days before the marine sav- 
ings plan, as it is called at The Cleveland Cc 4) M P A N Y 
Trust Company, was as popular and as 
familiar as it is today, a good deal of OF BUFFALO 
promotion material was sent out to each 
boat for distribution among the men. { Marine Midland Bank 
The ships having the largest savings | 
lo their credit are generally those on | 


which the masters take the greatest | 
interest in the plan. 


so that you may determine how useful this institution can be in pre- 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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— may find in the Government 
cotton loan a field for ‘“‘out of sea- 
son”’ lending of idle funds. 

Before making these loans a lending 
institution should carefully consider 
insurance protection for the difference 
in the loan value of the cotton and the 
market value. As long as the market 
price of middling cotton is equal to or 
above the loan value the insurance pro- 
tection furnished by any approved 
warehouse will be sufficient coverage 


How To Make Cotton Loans 


against the fire hazard. However, when 
the Bureau of Agricultural Economics 
reports the market value of cotton to be 
less than the loan value plus accrued 
interest and charges, the lending insti- 
tution must for its own protection ob- 
tain additional insurance coverage. 
Insurance covering the difference be- 
tween the market value and loan value 
may be purchased under a blanket pol- 
icy from the Commodity Credit Corpo- 
ration at a premium cost of 7 cents per 


Efficient cooperation 


of a nation-wide network 


of correspondent banks 


gives 


Continental Illinots 


collection service 


its standard of quality 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 


By GEORGE R. SMITH 


$100 per month on the actual amount of 
such difference. The premium must be 
paid by the lending institution and jg 
not deductible from the loan proceeds. 

Loans to producers are determined 
by grade and staple according to the 
following classifications: 


Staple Grade Loan 
¥% inch or Middling or 9 cents 
longer better 
X% inch or Under middling 7.75 cents 
longer 
13/16 inch Middling or 8 cents 
better 


Thirteen-sixteenths inch staple cotton un- 
der middling is not eligible for a loan. 

In order to sell cotton notes to the 
Commodity Credit Corporation it is 
necessary that a lending institution exe- 
cute a purchase contract on a special 
form which may be obtained from loan 
agencies. Under the contract, banks 
or other lenders are required to report 
payments or collections on producers’ 
notes held by them, and to remit to the 
C.C.C. 1% per cent per annum on the 
principal amount collected from the 
date of the note to date of payment. 

The C.C.C. will purchase cotton 
notes at a price equal to the face amount 
of the notes, plus accrued interest at 24 
per cent from the date of the notes to 
the date of payment. Cotton producers 
notes bear interest at the rate of 4 per 
cent although a lending institution will 
net only 2% on the papers. 


In executing a cotton note the bor- 
rower, or producer, must sign a loan © 
agreement to “participate in any agri- 7 
cultural conservation program or any 
cotton production or market adjust- 
ment program offered to cotton produc- 
ers with respect to the production or 7 
marketing of the 1938 cotton crop by © 
the Secretary of Agriculture pursuant to | 
the provisions of the Soil Conservation 7 
and Domestic Allotment Act or legisla- ~ 
tion enacted pursuant to Senate Joint 7 
Resolution 207, 75th Congress.” Re 

The warehouseman must sign thecer- 7 
tificate and waiver to the effect that the 7 
cotton is in existence undamaged, and © 
that it will be kept within a structure 7 
which is enclosed, giving adequate pro- 7 
tection against damage by the weather. © 
The cotton must be fire-insured. 

The warehouseman is allowed a maxi- — 
mum of 25 cents per bale per month for | 
insurance, storage and all other charges. — 
| He must also guarantee the grade and © 
_ staple of each bale of cotton and deter- = 
| mine the price per pound to be loaned. 7 
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REGISTER NEW PROFITS 
WITH REGISTER CHECKS 


Within one month after its announcement Register Check proved its profit making 
abilities and popular customer acceptability in more than sixty banks in six states. 
Register Check is rapidly gaining popularity because—it successfully offers 
minimum checking service on a profit making basis . . . it reaches hundreds of 
people, eager to use this new service and potential users of other bank services 
and it builds good-will by extending bank service to all people of a community. 
Register Check cuts operation costs by eliminating—officers’ time to open ac- 
counts, explaining service charges and other details. Other operating economies 
result from elimination of signature cards . . . identification . . . references... 
credit inquiries . . . pass books . . . ledger and statement sheets . . . individual 
bookkeeping machines .. . stencils, mailing or rendering of statements . . . postage 
... average balance records . . . complicated costs to figure . . . analysis work . . . 
overdrafts ... checks returned for insufficient or uncollected funds . . . forgeries. 
Register Check is manufactured and distributed by The Todd Company. For 


complete information write or telephone the Todd office nearest your bank. 


THE TODD COMPANY, INC., ROCHESTER, N. Y. 
PLANTS AT 
BOSTON BROOKLYN CINCINNATI CHICAGO 
DENVER DALLAS BIRMINGHAM ST. PAUL 
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HE country’s banks had total de- 

posits of $59,794,120,587 on June 30 
last, an increase of $1,320,404,629 over 
the previous year, according to R. N. 
Sims, secretary-treasurer of the Na- 
tional Association of Supervisors of 
State Banks, reporting to the organiza- 
tion’s recent convention. 

On June 30, 1937, said Mr. Sims, 
there was a total of 15,752 banks, of 
which 10,453 were state banks, and 
5,299 were national banks. These insti- 


tutions had total capital, surplus and 
undivided profits of $7,702,613,312; 
total deposits of $59,794,120,587, and 
total resources of $68,981,848,035. The 
capital, surplus and undivided profits 
item of all banks was $213,279,948 
ibove the previous year, total deposits 
nad gained $1,320,404,629, and total 
resources exceeded June 30, 1936, by 
$1,676,256,808. 

The capital, surplus and undivided 
profits of the state banks totaled 


Nothing Swifter 


THE swiftest. most formidable thing that flies 
... the peregrine falcon strikes its quarry without warning. 


But the peregrine plunges upon its victim no more swiftly than may disaster 
upon your bank, investment house, or brokerage firm . . . disaster from robbery, 
hold-up, embezzlement, check forgery, theft of securities, or other causes. 


Let Standard Accident of Detroit protect you against financial loss due to these 
hazards. And further to assure yourself of the responsibility of those to whom 


vou loan, urge that they, too, protect themselves with Standard’s Casualty In- | 


surance, and Fidelity and Surety Bonds. 


Standard is one of the oldest Casualty Insurance and Bonding companies in | 


America. A firm financial basis . . 


. 53 years’ experience with the peculiar 
problems of bankers . . 


. a long tradition of cooperation. 


$300 alert representatives stand ready to serve you. 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies ... Since 1884 


State and National Bank Resources 


...a veritable bolt from the blue | 


$4,652,500,312, and of the national 
banks $3,050,113,000, on June 30 last 
showing the capital resources of the 
state banks to be 52 per cent in excess of 
the national banks. State bank deposits 
were $33,038,207,587 and those of the 
national banks $26,765,913, showing a 
23 per cent excess in the state banks, 

State bank total resources of $38 - 
644,777,035 compared with $30,337, 
071,000 for the nationals. 

Total resources of all member Fed- 
eral Reserve banks on June 30 last 
were $47,468,613,000, while resources 
of 5,293 national banks totaled $30, 
280,025,000, an average of $5,720,767 
per bank. Six national banks in Alaska, 
Hawaii and the Virgin Islands are not 
Federal Reserve members. 

Resources of the 1,064 state member 
banks amounted to $17,188,588,000, 
or 36 per cent of the total, and an 
average of $16,154,688 per bank. 

“Nineteen years ago,” concluded 
Mr. Sims, “when my first report in its 
present form was issued, the total re- 
sources of our state banks were 25 per 
cent in excess of those of the national 
banks, and today the total resources of 
the state banks are more than 27 per 
cent in excess of the national banks, 
showing the continuous growth of the 
state banks despite unfair criticisms 
which some have levelled against them.” 


MORRIS PLAN BANKER 


Ralph W. Pitman was elected 
president of the Morris Plan 
Bankers Association at its an- 
nual convention held recently 
in Colorado Springs, Colorado 
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App crane sounpness To 
|) THE PROPERTY 


... and the LOAN ts 
- | SOUNDER, TOO! 


Part and parcel of the security of any property 
st 4 loan is the worth—the soundness—of the prop- 
. 
eS . erty itself. How durable, how lasting, are the com- 
- we ponent parts of that property? How great are the 
a # operating and maintenance costs? These are ques- 
ot tions upon which good loans are built. 
er ae CranEquipping a property immediately increases 


— 
— 


its soundness as a security. Crane puts enduring 


quality under the surface of its kitchen, bathroom 7 Ry + 


4 The Crane Neuvogue 
d and basement conveniences. Crane’s careful engi- 
can bath is outstanding in 
ts ) neering in valves and piping definitely reduces design—and it has the 
operating and maintenance costs. And, in design- 
ing its fixtures, Crane avoids the flashy—the products. 
of = ephemeral—building for continued years of pref- 
er os erence, as well as for continued years of use. 
S, 
1e Fi There are Crane fixtures at every price level, for 
1S ig every type of new or remodeled home. In the 


110 Crane Display Rooms throughout the coun- 
try, you can see for yourself why Crane quality 
leads today. 


~ “Not a single corner 


to catch dirt,” house- 
7 wives say when they 
see a Crane Everbrite 

Laundry Tub. 


Crane has the 
world’s largest line 
of valves and fit- 
tings for all types 
of service—every- 
where. CranEquip 
throughout for satis- 
faction. 


> 
This CranEquipt bath- 
room, with Crane Cor- 
with Compeer Lava- 
tory and Crane Con- 
cealed Radiation adds 
lasting worth to any 
house. 


iCRANE: 


CRANE CO., GENERAL OFFICES: 836 S. MICHIGAN AVENUE, CHICAGO, ILLINOIS 


Branches and Sales Offices in One Hundred and Sixty Cities 


VALVES, FITTINGS, FABRICATED PIPE, PUMPS, PLUMBING AND HEATING MATERIAL 
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Wa would 

Jam 
First | 
from four prominent 
bankers calling attention to the ‘ 


IF YOU NOTICE DETAILS, 2 


“Ou 
citizens’ responsibility for supporting pny 
| local programs of social welfare and a ci 
ublic health are mad ic by = 

e public by throug 
Charles P. Taft, chairman of Commu- tee. I 
nity Mobilization for Human Needs. the es 


Tom K. Smith, president of The 

> part 0 

Boatmen’s National Bank, St. Louis | 

A ’ must | 

and President of the American Bankers artic 
Association at the time his statement «i 


Or 
was made, said community chest ap- past I 
' peals were an opportunity for the our ne 
nation’s people “to demonstrate their and t 
faith in the American system.” Mr. humal 
Smith is a member of the national cit- contin 
izens’ committee of the movement. Throu 

“Private charity,” he continued, “is ward 
| a corollary of an economic order based huma: 
| on private enterprise. The health and affect: 

welfare services supported by the local A. 

| community chests are indispensable. board 

Public charity extends little beyond urged 
the needs of bare existence. It cannot hearte 
minister adequately to the dependent civic | 
sick. It cannot provide for the spiritual piness 

welfare of the destitute. It cannot sup- ings 2 

port the character-building organiza- oppor 

tions for the young. Such concerns fall Gif 

upon the agencies supported by the said, 

| local community chests.” and | 

ward 

Detail hounds simply rave about Hamilton Bond. Purchasing agents, = 
amateur detectives, and inborn purists pore over its brilliant whiteness | 9 TO 2 eg 
in ecstasy. They put magnifying glasses on its printed surface and find Before the Kentucky Bankers comn 
no fault. They attack it with typewriters and erasers and come off | Association, Robert Strickland, ploye 
3 _ | president of the Association of libers 

second best. They look at the price and simply won't believe. Reserve City Bankers, suggested . 
that his profession change the their 

We aren't all purists, but the things they find are what makes Hamilton public’s conception of bankers cam} 
. - ‘ hours and fit its methods to throt 

Bond the popular business paper. Such quality at a below-average eustemeee’ eanille M. 
price is too good to turn down. Printers are always glad to use it for the | 
letterheads and envelopes without extra charge. Bank 

Write for our new portfolio of 10 outstanding letterheads and decide | 4a a bat 
for yourself. Incidentally, note the swatch of 12 colors which fit i : an i 
Hamiiton Bond to all business purposes. Great paper isn’t it? x a 
over 

W.C. HAMILTON & SONS, MIQUON, PA | 
priv; 

tary 
nurs 
for | 
ent 
othe 

: ches 

Founded 1856 enat 

Finer Papers for Business and Advertising for ¢ 
Novi 
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If the services of these agencies were 
yithdrawn, Mr. Smith said, “the cost | 
to the community in shattered morale | 
gould be prohibitive.” 


James B. Forgan, vice-president, 


First National Bank of Chicago, em- 
phasized the interdependence of human 


society. 

“Qur nation,” he stated, “has be- | 
come great through realization of that | 
principle. We must sustain its greatness 
through the continuance of that prac- | 
tice. In some degree, we do so through 
the machinery of government. A great 

art of our social obligation, however, 
must be fulfilled through personalized 
participation and voluntary giving. 

“Our private welfare agencies in the 
past have demonstrated the needs of 
our neighbors, how they should be met 
and the resultant values accruing to 
human society. The necessity for their 
continuing to do so is very great. 
Through them we can do our part to- 
ward the prevention and alleviation of | 
human suffering which in scourging one 
affects us all.” 

A. P. Giannini, chairman of the 
board, Bank of America, N.T. & S.A., 
urged that giving be done “whole- 
heartedly and liberally—not because of 
civic pride or duty, but from sheer hap- 
piness, thankful that our manifold bless- 
ings make it possible to embrace this 
opportunity.”” 

Gifts to the community chest, he 
said, “help the unfortunate in a wise 
and understanding way, looking for- 
ward to the time when the unassisted 
family may again take its rightful place 
in the community. From its very incep- 
tion I have taken keen interest in the | 
community chest. The officers and em- 
ployees of our bank not only give | 
liberally to the chest, but also give of 
their time and effort in the fund-raising 
campaigns in the various communities 
throughout California.”’ 

Mortimer Fleishacker, chairman of | 
the board, Anglo California National 
Bank, San Francisco, said: 


“Governmental relief provides only | 


a bare sustenance and social security is 
an insurance for future old age and 
unemployment. But there are many 
who need more than bread and a roof 


over their heads, and they need it now | 
—not 20 years from now! For them, | 


private agencies—supported by volun- 
lary contributions—provide medical, 


nursing and hospital care, recreation | 


When Detail is No Problem 


You're most valuable, 


when you’re free from detail. 


Free to think and plan... to 


| do those things no one else can 


do for you, Dictaphone frees 
you for these things as short- 


hand never can. 


Routine takes less time. You handle 
| it as it arises with Dictaphone. In the 
moment of fresh attention. Gets routine 
| off your mind. off your desk. 


for leisure time, protection for depend- 


ent and orphaned children, and many | 


other necessary services. Community 
chests are the ‘good neighbors’ that 
enable us to buy health and happiness 
for our less fortunate fellow citizens.” 
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DICTAPTONE 


ne word DICTAPHONE 
Maker: of hine 


Victating Va 


ecexsor 


While you dictate, for instance, your 
secretary needn’t be just a shorthand 
machine. Dictaphone lets her keep on 
being a secretary. Getting things done ... 
guarding vou from interruption. 


Too many good ideas die of sheer 


inertia. With Dictaphone at your elbow, 
the vaguest hunch is quickly outlined 
for further thought. Clearer ideas are 
set into action at once. 


Make your own check of what 


Dictaphone will really do for you. Phone 
Dictaphone in your city. Let us put one 
of these modern dictating machines on 
your desk. There's no obligation. Phone 
us. or mail the coupon now. 

Dictaphone Sales Corp., 420 Lexington Ave., N. Y. 4 

in Canada—86 Richmond St., West, Toronto 

([] Please let me know when “Two Salesmen in 


Search of an Order’’will be exhibited in my city. 
[ I want to see your representative. 


Vame 
Company 


iddress 


the Registered Trade. Mark of Dictaphone Corporation, 
and Ace ies to whien said Trade Mark i« Applied 
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A Financial Laboratory 


LANS for “an impartial and scien- 

tific study of American banking, 
credit and other financial problems” 
have been completed by the Reserve 
City Bankers Association. The pro- 
gram, which is to be put into operation 
by a board of trustees, was announced 
by Robert Strickland, president of the 
association and of the Trust Company 
of Georgia, Atlanta. 

Much of the actual research work, it 


of the National Bureau of Economic 
Research, an organization which has 
been investigating industrial and finan- 
cial problems since its incorporation in 
1920. 

“Over a year ago,” said Mr. Strick- 
land, “‘at the request of the Association 
of Reserve City Bankers, a committee 
of the National Bureau of Economic 
Research was appointed to survey the 
need for research into financial and 


committee were published in two parts 
last Spring. One part included a com. 
prehensive inventory of research proj- 
ects now in progress in the United States 
in the field of banking and credit. Gov. 
ernment research agencies gave valua- 
ble aid in preparing this section of the 
report. 

“In the other part of the report the 
committee concluded that numerous 
basic problems affecting the banking 


natiol 
“ It 


business were not receiving the impar- 
tial study and attention which their 
public importance warranted, and rec- 
_ ommended that a continuous research 
program be initiated involving broad 
| collaboration by bankers, government 
officials, university specialists and others, 
On the basis of this report, the present 
research program has been developed.” 

Among the problems which Mr. 
Strickland said had been suggested for 
study are: 

1. Changes in the capital require- 
ments of business, the future of com- 
mercial loans, and the demand for short 
term capital loans. 

2. The investment problem of banks 

| and other financial institutions. 

3. The significance of time deposits 
in commercial banks. 

4. Consumer credit and instalment 

| financing — how they may be best re- 
lated to the nation’s industrial and 
| financial life. 


is expected, will be done under auspices credit problems. The findings of this 


DESIGNED FOR 
BANKERS 


who appreciate a personalized 
correspond: ent service 


INTERNAL REVENUE 


John Phillip Wenchel (below) 
has been appointed general 
counsel for the Bureau of In- 
ternal Revenue to succeed 


@ Growth and progress through 48 years have worked many 
Morrison Shafroth 


changes at The Northern Trust Company. Departments have 
expanded . . . improved routine methods have come into use. 
But one fundamental principle has remained unchanged and 
unchanging. Officers of the bank still continue to accord 
friendly, personal attention to every important problem of 
correspondents. The value of this practice is attested by the 
increasing number of leading banks whose Chicago home is 
at The Northern Trust Company. Inquiries are invited from 
other out-of-town institutions. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


Member Federal Deposit Insurance Corporation 
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5 Real estate mortgage financing: 
its place in the banking structure. 

“During the past 20 years, since the 
establishment of the Federal Reserve 
system,” continued the announcement, 
“a great volume of valuable banking 
research has been carried on in Washing- 
ton by governmental agencies, and by 
banking associations, both state and 
national. 

“Tt is believed, however, that the 
present undertaking is the first effort to 
establish a comprehensive program of 
research into banking and other finan- 
cial problems to be undertaken in this 
country since the National Monetary 


Commission completed its work about | 


support the undertaking financially, 
and a large number have indicated their 
willingness to do so, Mr. Strickland 
said, adding, that it was expected other 
financial groups in the investment and 
savings bank fields, commercial banks 
in other than Reserve cities, scientific 
foundations, industrial and commercial 
organizations, would later have an 
opportunity to share in this work. 

The board of trustees which is to 
make the plan operative is composed of 
the following nine members: 

Winthrop W. Aldrich, chairman, 
board of directors, Chase National 
Bank, New York City; Carl W. Allen- 


doerfer, .vice-president, First National 
Bank, Kansas City; Edward E. Brown, 
president, First National Bank of Chi- 
cago; S. Sloan Colt, president, Bankers 
Trust Company, New York City; Ed- 
ward Elliott, vice-president, Security- 
First National Bank of Los Angeles; 
James R. Leavell, president, Conti- 
nental Illinois National Bank & Trust 
Company, Chicago; Charles E. Spencer, 
vice-president, First National Bank of 
Boston; Robert Strickland, president, 
Trust Company of Georgia, Atlanta; 
and Lyman E. Wakefield, president, 
First National Bank & Trust Company, 
Minneapolis. 


25 years ago. It is the first time that | 


commercial bankers have interested 
themselves so specifically in supporting 


an independent, permanent study of , 


banking problems, along lines somewhat 
analogous to the research work which 
has been carried forward so successfully 
by industrial groups. 

“This step is the culmination of more 
than three years of study by commit- 
tees of the Association of Reserve City 
Bankers, in consultation with leading 
economists, publicists, Government offi- 
cials, business men and others. It fol- 
lows the adoption of a resolution, by 
the membership of the association at its 
convention in White Sulphur Springs 
on April 26, of this year, endorsing the 
principle of continuous, impartial re- 
search into banking problems.” 

The Reserve City Bankers Associa- 
tion member banks have been asked to 


TRADE POLICY 


George Fort Milton, newspaper 
editor of Chattanooga, Ten- 
nessee, has been appointed a 
special advisor to Secretary 
Hull on reciprocal trade policies 
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ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


Good Addzes sto ld se on Your 
Atlanta 
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« FULTON 
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_— insuring of privately-made mort- 
gages on homes by the Federal Hous- 
ing Administration under Title ITI of 
the National Housing Act (insuring of 
modernization loans under Title I has 
been discontinued) has become a major 
development in the credit field. In 1936 
151,000 home mortgages with an aggre- 
gate face value of $609,000,000 were ac- 
cepted for insurance by the F.H.A. De- 
ducting from this total $48,200,000 of 
commitments allowed to expire by the 


mortgagees, $560,800,000 of insured 
mortgages were purchased in 1936 by 
qualified institutions. According to the 
statistical division of the F.H.A., with 
which the writer recently corresponded, 
volume in the first six months of 1937 
was 35 per cent ahead of 1936, indicat- 
ing the creation of about $800,000,000 
of such mortgages in 1937. 

In addition to commercial banks, 
which were the original purchasers of 60 
per cent of the insured mortgages bought 


Chartered 1842 


Which One 


are YOU Missing? 


Perhaps one reason for Atlantic’s 95-year record is the 
fact that its policyholders enjoy the benefits of a unique 
combination of insurance features. 


Atlantic . . . with no stockholders . 


. . offers participat- 


ing policyholders a share in profits with no liability for 
assessment. At the same time it permits policyholders to 
keep their insurance broker’s services in the formation 
and supervision of their insurance programs. Atlantic’s 
strength, dependability and prompt service are matters 


of record. 


Your insurance dollar should buy you every one of these 
advantages. Which one are you missing? 


Review with your broker your goods-in- 
transit, fire, yacht, jewelry, fur, fine arts and 
registered mail insurance needs. Ask him for 
information about Atlantic insurance. 


Baltimore « Boston 


Chicago 


Atlantic Building 
49 (Wall Street 
NEW YORK 


Cleveland « 


ANTIC 
MUTUAL 
INSURANCE 
COMPANY 


Newark «+ Philadelphia 


FHA Insured Mortgages 


in 1936, the principal mortgagees were 
building and loan associations (which 
bought 16.4 per cent of the total), mort. 
gage companies (8.6 per cent), insurance 
companies (6.8 per cent), savings banks 
(3.6 per cent), and other institutions 
(3.4 per cent). The term “original 
purchasers” is used since substantial 
amounts of these mortgages have passed 
into other hands. For example, banks 
have in some instances resold them 
to other qualified institutions or have 


_ trusteed them and sold certificates 


against them to individuals. 

It is reported that the composition of 
the lenders and the types of loans made 
in the first six months of 1937 were 
much the same as in 1936. Therefore the 
1936 figures reported this July are in- 
dicative of what is being done by the 
F.H.A. 


THE PLAN IN BRIEF 


THE mechanism of the F.H.A. plan is 
briefly as follows. A prospective bor- 
rower on a house, to be built or already 
existing, appliés for a loan to an institu- 
tional lender qualified by the F.H.A. 
There were 5,260 of these lenders at the 
end of last year. The mortgagee institu- 
tion and the F.H.A. pass on the loan. 
The F.H.A. makes its independent ap- 
praisal of the property, and where a new 
house is being built, supervises its con- 


| struction. The F.H.A. regulations per- 


mit insurance of loans with a term up to 
20 years, and in amount as high as 80 


| per cent of its appraisal of the house 


plus land. Thus, the 20 per cent equity 
put up by the mortgagor may be repre- 
sented by the value of the land. The 


| regular charges on an F.H.A. insured 
| mortgage (paid in monthly instalments) 


consist of interest (maximum ordinarily 
5 per cent), a service charge of 2 of | 


| per cent, a mortgage insurance fee col- 


lected by the F.H.A. of % of 1 per cent, 
and amortization sufficient to retire the 


| mortgage in 20 years. Under this set-up, 
| the monthly payment on a 20-year 80 


per cent mortgage against a $10,000 
house is about $60, on a $6,000 house 
only about $32. It is understood that 
the monthly payment to the lender also 
usually includes amounts sufficient to 
cover property taxes. 

When the mortgagor defaults on his 
payments and the mortgagee forecloses, 
if title to the property is then conveyed 
free and clear of all encumbrances which 
may have attached subsequent to the 
date when the mortgage was accepted 
for insurance, and if the property is un- 
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By BAN CROFT MITCHELL 


damaged, the mortgagee will receive 
irom the F.H.A. 3 per cent 3-year de- 
pentures guaranteed by the Govern- 
ment, in an amount equivalent to the 
unpaid balance of the mortgage. The 
mortgagee must pay foreclosure costs, 
yhich are apt to exceed 5 per cent of the 
‘ace value of the mortgage, and the cost 
of necessary repairs, in lieu of which he 
will receive a certificate of claim for 
same from the F.H.A. The mortgagee 
will recover on this certificate of claim 
the amount by which the price realized 
by the F.H.A. from resale of the prop- 
ety exceeds the amount of the deben- 
tures exchanged. 


SOME INDICATIONS 


THE type of home mortgages being 
insured by the F.H.A. and being pur- 
chased by institutions can be judged 
from the following statistics: In 1936, 53 
per cent of the mortgages insured were 
on new houses, the balance on homes 
already existing. The proportion was 
about the same in the first six months 
of 1937. The average mortgage was for 
$4,000. About 85 per cent were for less 
than $6,000 (maximum $16,000). The 
average term was 17 years; only about 
\7 per cent were for terms of 12 years or 
less. The average ratio of mortgage 
principal to property valuation was 71 
per cent; this ratio was 60 per cent or 
less in the case of 25 per cent of the 
mortgages. Half the borrowers reported 
annual incomes of $2,500 or less. Ninety 
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Cur complete banking facilities in- 
sure out-of-town banks and bankers 
prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


LA SALLE 
(Member Federal Deposit Insurance Corporation) 


per cent earned $5,000 or less. Over 85 
per cent have monthly payments of $45 
or less. The ratio of the monthly mort- 
gage payment to monthly income was 
less than 20 per cent in the case of 91 
per cent of the borrowers. 

The experience of the F.H.A. to date 
has been impressive, but sufficient time 
has probably not elapsed to draw defi- 
nite inferences. Of a total of about 
250,000 mortgages insured through 
June 1, 1937, with an aggregate face 
value of about $1,000,000,000, only 31 
had been foreclosed, and about $100,000 
of debentures exchanged. 


CHECK LIST 


THERE are a number of factors affect- 
ing the suitability of these insured mort- 
gages as investments for commercial 
banks, which bankers should probably 
have in mind. Following is an impartial 
statement of some of these factors, 
which leaves to the reader a conclusion 
as to the mortgages’ investment merit: 


Apparent Advantages 


The satisfactory 5 per cent return. 

Regular amortization. 

Eligibility for rediscount at Federal Re 
serve banks. 

The bank can choose its mortgages. 

F.H.A. insurance—i.e., the agreement of 
the F.H.A. in case of default to deliver 
Government-guaranteed bonds to the 
mortgagee if the property is turned over 
to the F.H.A. undamaged and under a 
clear title. The F.H.A. will accumulate a 
reserve fund out of which to pay losses, at | 
the rate of %4 of 1 per cent of the original | 
face value of each mortgage. Thus, in 10} 
years the reserve accumulated against a 
20-year mortgage would be equivalent to | 
about 10 per cent of the then face value of 
the mortgage (assuming amortization). 


Possible Disadvantages 


The maturity of the mortgages is rela- 
tively long, averaging 17 years; and the 
average mortgage represents 71 per cent of 
the property valuation. 

The mortgagee (bank) must pay fore- 
closure costs (usually exceeding 5 per cent 
of a small mortgage) and necessary repair 
costs in case of default, taking a certificate 
of claim in lieu thereof, upon which it re- 
covers only to the extent that the price 
received by the F.H.A. for the property 
exceeds unpaid balance of the mortgage. 

In a period of stress, the F.H.A. could 
conceivably become technical as to the 
requirements of clear title and absence of 
damage, before accepting foreclosed prop- 
erties and delivering debentures in ex- 
change 


SCULPTURED 
DETAIL FROM 


BARRE MEMORIAL 
ry 
< 
ARRE Memoriats are not lifeless 


stone, but rather a living, lasting expres- 
sion of respect and honor for those who 
accompanied us through the paths of life. 
Planned and erected before need, these 


| forms of eternal stone represent life and 
| hope; furthering present happiness and 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


STREET 


| serving as an enduring family shrine. Me- 


morials of SELECT BARRE GRANITE are 
a total of perfect material and interested 
craftsmanship — eternally fitting and 
— in their destined service — beauty 
made real by the inspiration of designer 
and sculptor. Make provision now for a 
SELECT BARRE MEMORIAL as an im- 
portant plan of ordered life. Write for the 
beautiful ‘‘Book of Memorials.’ Address: 


THE BARRE GRANITE ASSOCIATION, Inc. 
Dept. BA, Carre, Vermont 


The Granite Center of the World” 
The Barre Guild Mark 


The Baxxe Gump Marx on the monument is evidence of 
Guild inspection and approval. It 1s applied to SELECT BARRE 
MEMORIALS created to Guild standards. It is furthes evidenced 
by a Guild certificate guaranteemg permanent satisfaction. No 
stronger guarantee can be made. An entire industry is pledged to 
its fulfillment. Guild approved monuments are sold only through 
responsible monument dealers. Write for book: “To Protect Your 
Memorial livestment.” 
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If there is a state moratorium on fore- 
closures, Government-guaranteed 3 per 
cent debentures cannot be obtained by the 
mortgagee under foreclosure until the 
moratorium is lifted. In New York State 
the moratorium law prevents foreclosure if 
the mortgagor is paying interest, insurance 
and taxes (amortization not necessary). 
However, this moratorium applies only to 
mortgages, created prior to July 1, 1932. 

Limited, although improving, market- 
ability. While the mortgages are eligible for 
rediscount at the Federal Reserve banks, 
general marketability is limited. The 
market for the mortgages is limited to 
qualified institutions, although individuals 
can hold certificates issued against trus- 
teed mortgages. In 1936 about $60,000,000 
insured mortgages, or 15 per cent of the 
average amount outstanding in 1936, had 


been traded by mortgagee institutions. 
The R.F.C. has a $10,000,000 revolving 
fund for the purchase of the mortgages. 


All these are facts which may be con- 
sidered by prospective institutional pur- 
chasers of the mortgages. Their suit- 
ability as investments will be based in 
some measure upon his individual re- 
quirements. 

It might be noted, in passing, that the 
F.H.A. operations may prove to be a 
constructive social force in stimulating 
home ownership, and that they may 
give the much-needed impetus to resi- 
dential construction and hence stimu- 
late business in general. 


electric power. 


CHICAGO 


To carry on manufacturing activities of these pro- 
portions, New England requires complete banking 
facilities such as are provided by this institution. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


MEMBER FEDERAL DEPOSIT INSURANCE 


Banks and Trust Companies 


for 


Annual Output... 
Five Billion Dollars 


During the period 1925-1933, New England’s 
factories turned out products to an average value 
of over five billion dollars annually. Included in 
this total value were more than two and one-half 
billions annually spent for raw materials, fuel and 


CORPORATION 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


Directors Committees 


NEW YORK 


WASHINGTON 


_| 20-year plan and the customer had been 


_ | into the trust account, and the customer 
| could not raise the funds to place the 
| new loan in effect. This was a dissa- 
| pointment to the banker, but he was 


_| must be sold and he requested the FHA 


The Bank 


_— is an account of what one bank 

did to avoid foreclosure of an FHA 
insured mortgage. 

A 10-year loan was granted to 4 
farmer for refinancing his mortgage and 
remodeling a house which he owned and 
rented. The principal amount was 
$3,500 and the monthly repayment 
beginning February 1, came to $49.07 
The borrower paid the first three instal- 
ments promptly but when the fourth 
came due the bank was unable to col- 
lect. After many letters had been writ. 
ten to the customer, the bank finally got 
the May and June payment on July 1. 

After the July instalment remained 
past due for 30 days it was necessary to 
make a personal call on the customer. 
Investigation revealed that he had 
suffered a complete crop failure and 
owed a considerable sum elsewhere. The 
loan, of course, was placed in default 
and the FHA was notified. 

An effort was made by the FHA to 
collect the past due instalments, but the 
borrower was unable to pay, saying that 
he could not collect the rent due him 
from his tenant. In a short time the 
house was vacated and the owner was 
unable to find a new renter. Finally a 
bank officer worked out a scheme which 
he thought might make it possible for 
the borrower to pay his delinquent in- 
stalments. 

The new plan was to extend the term 
of the mortgage from 10 to 20 years, 
thus reducing the monthly repayments. 
The amount included in the 10-year 
loan for principal and interest only was 
$37.13 while a 20 year loan would re- 
quire only $23.10, a monthly reduction 
of $14.03. The borrower seemed pleased 
with the plan. A new application was 
made, a commitment issued and the 
20-year mortgage and note were exe- 
cuted. 

During the time required to complete 
the transaction the hazard insurance 
and taxes fell due. Although the lending 
officer had estimated the amount neces- 
sary to discharge the debts under the 


notified, the money had not been paid 


determined to avoid foreclosure if 
possible. 
It now appeared that the property 


to send a representative to assist in its 
disposal. Several visits were made by 
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Avoided Foreclosure 


the loan officer, accompanied by the 
FHA field man, to the customer in 
efforts to get him to deed the property 
to the bank so that it might be sold or 
deeded over to the FHA Administrator. 

However, the owner felt he was en- 
titled to some payment for the equity 
he had in the property and wished to 
offer it for sale at his price. Finally 
after two days of work and worry the 
house was sold and the purchaser as- 


hazard insurance. The bank could, of 
course, sell the debentures or keep them 
as an investment. However, it would 
lose the difference in interest income 
over the entire period of the loan in case 
of foreclosure. 

The expense of foreclosure is not in- 
cluded in the amount of a debenture. 
In an attempt to protect a lending in- 
stitution against loss of foreclosure costs 
the FHA will issue a “certificate of 


included in the debenture. These certi- 
ficates are not guaranteed. They cover 
such costs as: attorney’s fees, repairs 
made after default, and interest. The 
payment of a certificate of claim de- 
pends upon the sale of the property by 
the Administrator. If, after all expenses 
are deducted the excess is more than the 
debentures issued, a certificate of claim 
may be paid in full with interest at 3 
per cent. If the proceeds of the sale of 
the property by the Administrator are 
insufficient to pay all costs, includ- 
ing the certificate of claim, the lending 
institution must absorb the cost of 


sumed the 20-year mortgage, giving the claim” covering all other expenses not foreclosure. 

bank an amount sufficient to bring all — - — - 
payments up to date. The purchaser 
also paid the owner for his equity. 

How would the bank have fared if the 
loan had been foreclosed and the prop- 
erty deeded to the FHA? First, the 
lending institution would have had to 
serve notice that the mortgage was in 
default and advertise that the property 
was to be foreclosed. Such action might 
bring criticism and give the impression 
in the community that the bank had 
been hasty. 

After the bank had obtained title the 
property would have had to be deeded 
to the Administrator in exchange for 
debentures. These would bear interest 
at 3 per cent and cover the unpaid 
principal of the mortgage, interest at 
3 per cent from the date of foreclosure 
proceedings, and any amount the bank 
might have expended for taxes and 


THE OWL THAT LIVES 
FOR THE LIFE OF YOUR RECORDS 


This owl that you'll find as a water- 
mark in every sheet of STONEWALL LEDGER (75% rag content) 
and RESOLUTE LEDGER (50% rag content) is a long-lived bird. In 


fact, because of the ample content of clean strong rag fibres in these 


SUPERVISORS’ HEAD 


William R. White, New York 

Superintendent of Banks, was 

elected president of the Na- 

tional Association of Super- 

visors of State Banks at the 

organization’s annual conven- 
tion in New York 


papers, this owl is your assurance that the paper will last (and 
retain its strength, crispness and color) as long as your records 
need to last. This safeguard to your important records is only one 
aspect of Stonewall and Resolute Ledgers. In addition, they offer 
exceptionally fine working qualities that will be appreciated by 
every busy accounting department. Both papers come in the stand- 
ard sizes and weights, in non-glare white, buff and blue. Resolute 
is also available in light green, which is very easy on the eyes. They 
aretub-sized, air-dried, shop-tested and guaranteed. Stocked by lead- 
ing paper merchants everywhere. “The best papers are made from 
rags—identify rag-content quality by the Neenah Owl watermark.” 


NEENAH PAPER COMPANY e@ NEENAH, WISCONSIN 
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Durable 
Copper and Brass 
in building 


INCREASE 


OPPER, BRASS AND BRONZE save upkeep for 
C the houseowner, and, by preserving the useful 
life of the house, enhance its value as an investment. 
Such products as copper or brass water pipe, copper 
sheet metal work, Everdur Metal hot water tanks, bronze 
screening and bronze hardware cost so little more than 


temporary, rustable metal that, in terms of service ren- 
dered per year, per dollar, they are far more economical. 


Anacontla 
Copper & Prats 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Conn. Offices and Agencies in Principal Cities 
82 
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The Small House Market 


| ig, peed that the Wagner Housing Act is over the last hurdle 
and now that many authorities think the long delayed 
recovery in building is approaching wouldn’t it be well for 
those who make building possible—the lending institutions 
-to compare a few notes and perhaps a few don’ts? Whether 
we can comply with the Act and can build apartments of two 
or three rooms, crowded with plumbing and heating, for 
| $1,250 a room in large cities like Chicago and New York, is 
a question. And when they talk of $5,000 a family, that 
divided by $1,250 must mean four rooms to a family, two 
of them bedrooms, so families aren’t what they used to be. 

A congested plan, with small apartments and small rooms, 

no matter whether it’s an apartment house or a two-family 
| house, or a one-family house, means a greater cost per cubic 
| foot. More partitions, more doors, more plumbing, more 
| kitchens, more radiators—more trim to paint, more windows 
| to keep clean. 

Then, too, the smaller the apartment, the less stay-put is 
| the average tenant. The man without much furniture can 
| move without much trouble or expense. And he’s used to it, 
| too. Moving has no terrors for him. 
| But on the other hand, the demand for small habitations 
| is certainly greater than that for large layouts. Owners are 
| still cutting up their big apartments into threes and fours 
| and turning private dwellings into apartment houses. No one 

dares today to build nine- or ten-room apartments. 

Mortgages are being made more attractive by their form 

of monthly all-inclusive, instead of semi-annual payments. 
The Government is making it easier for the lending institu- 
tions to go into the small-house market by guaranteeing any 
losses up to 80 per cent of the mortgage. 


CAUTION STILL NECESSARY 


NOTWITHSTANDING all this, the bankers should watch 
their step just as carefully as ever—more so, in fact. They 
should have good advice on the design, on the specifications, 
on the qualifications of the architect and the reputation of 
the builder. They should be sure that the location justifies the 
investment, that the principal has chosen the most advan- 
_ tageous class of building for the site, that the building is 
| going to be attractive enough to close up its rent roll speedily 
| and that it will keep up its appearance without going to seed 
in a few years. 

Although the owner has the last say in any decision as to 
materials and color and decoration, the mortgagee is also an 
owner and has his rights too. He probably has more cash 
invested in it than the man who is going to live in it and 
moreover might become the owner at any time, whether or 
not he desires to. Therefore the mortgagee should definitely 
have something to say about the details of the enterprise. 

But he rarely does, as a matter of fact, unless the building 
is a large one and the mortgagee has an inspector constantly 
on the job. Of course he wouldn’t do that on a simple dwelling 

| house proposition. 
| So it comes down to a thorough examination of plans and 
| specifications before making the loan; the elimination of all 
| waste space—for waste space costs just as much to build as 
| usable space does; the inclusion of enough closets to make the 
| bedrooms habitable; cross drafts in all rooms; a fire-resisting 
| roof; a garage connected with the house; a modern kitchen; 
sufficient head room in the stairway so that you don't 
| crack your head when you come downstairs—all sorts of 
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By KENNETH MURCHISON 


things which go to make a successful or an unsuccessful house. 

In the specifications the best is in many cases none too 
good. In shingles and clapboards and exterior trim see that 
the best grade of lumber is used. If the investment doesn’t 
warrant asbestos shingles on the roof, the specifications 
should call for grade A cypress laid 5’’ to the weather. 

Some lending institutions employ architects in a consulting 
capacity to look over all drawings and specifications sub- 
mitted to them with applications for a loan. That is the safe 
way; it costs a little more but should be worth the expendi- 
ture, for a capable, up-to-date architect is generally able to 
keep his client off the shoals of extravagance and obsoles- 
cence, besides advising him as to whether the design holds 
out hopes for a quick resale in case of forfeiture of the mort- 
gage. 

One thing is certain: the country is way behind in housing 
and there must be a great increase in the number of units to 
be built in the next few vears. Population is increasing, mar- 
riage seems to be getting more popular, the sons-in-law are 
moving back to their own roof-trees, and few dwellings have 
been built to accommodate these changes in living conditions 
during the past few years. 

Meantime the banks and the insurance companies are 
piling up cash. They must find outlets for this flood. It has 
toearn its board. It must be put to work. But when it goes to 
work, it should be prepared to do that work with efficiency 
and with profit. It should find itself fully prepared. And this 


means that someone in the institution should know some- | 


thing about real estate values and building problems. Not 


“something” but a good deal. Many believe that banks have | 
not fully realized this in the past. Loans were made on many | 


a doubtful project—theaters in an already overcrowded field; 
skyscraper garages which by no flights of imagination could 
ever earn anything over their carrying charges; hotels with 


tremendous lobbies and dining rooms, bringing in no profit; | 
club houses of social organizations ready to throw up the | 


sponge at the first symptoms of a depression. 


STANDARDIZATION PROGRESS 


WHETHER standardization in housing units has made 
much progress is a mooted question. The pre-fabricated 
house flares up in the pan every little while, dies down again. 
Do people want to live in a house turned out by the thou- 
sands, with no distinction of its own, no individuality, no 
ideas of the owner, nothing except a street number to show 
where he lives? 

A motor car is all right but a house is no motor car—unless 
it’s a trailer! 

We can see where certain things can be standardized— 
doors, windows, trim, stairs, even kitchens and bathrooms. 
None of us would hesitate to include in a plan a complete 
pre-fabricated kitchen or bathroom, if it were fully equipped 
and less expensive than its made-to-order brother. It would 
save time and ought to save money. 

Labor costs in the building industry are getting so high 
that standardization is a very necessary thing to consider. 
But in our humble opinion it shouldn’t go so far as to in¢lude 
an entire house. Nothing is so unattractive as a row of 


identical houses built by some operator, something which we | 


| 


often see in the suburbs. For when one is bad they are all | 


bad. Yet they are there, row after row. Cheaper to build, only 


one set of plans to buy, they attracted investors of bygone | 


days. Those days we hope are past. 
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The main floor 


of a 
progressive savings bank 


Above, the Main Floor of a 
bank building, where Car- 
bondale Air Conditioning 
does not disturb the archi- 
tectural beauty in any way. 
At the left, the 90-ton com- 
pressor and condenser used 


in this installation. 


The entire bank building is 
Air Conditioned by CARBONDALE 


HETHER your air conditioning 
problem concerns your bank or any 
other building...Carbondale engineers 
will be glad to help you plan an installa- 
tion for the greatest return in comfort, 
health and profit. There is no obligation. 


Ask for Literature 
CARBONDALE 


DIVISION 
WORTHINGTON PUMP AND MACHINERY CORPORATION 
General Offices: HARRISON, NEW JERSEY 


CA?7-70 Offices and Representatives in Principal Cities 
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Dhis is the most helpful 


Book + on record paper values we 


| 


have ever seen!” 


This booklet will eliminate 
guesswork from your specifi- 
cations for important record 
books, documents and sta- 
tionery. It will help you select 
papers of utmost value, maxi- 
mum service and genuine 
economy at no extra cost— 
perhaps at a real saving. 
Every executive should 
have a copy of this valuable 
booklet. It will be sent to you 
without cost or obligation. 


Ll L BROWN 


RECORD 


asin ur letterhead as CORRESPONDENCE 
please rown aper 
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Statement of Ownership 


“STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, ETC., REQUIRED BY THE ACTS OF CONGRESS 
or AuGust 24, 1912, AND Marcu 3, 1933, of BANKING, published monthly at New York, N. Y., for Oct. 1, 
1937. 


State of New York, county of New York, ss. Before me, a Notary in and for the State and county aforesaid, 
personally appeared L. E. Lascelle, who, having been duly sworn according to law, deposes and says that he is 
the Business Manager of BANKING and that the following is, to the best of his knowledge and belief, a true 
statement of the ownership, management (and if a daily paper, the circulation), etc., of the aforesaid publica- 
tion for the date shown in the above caption, required by the Act of August 24, 1912, as amended by the Act 
of March 3, 1933, embodied in section 537, Postal Laws and Regulations, printed on the reverse of this form, 
to wit: 


41. That the names and addresses of the publisher, editor, managing editor, and business managers are: 
Publisher, F. N. Shepherd, 22 East 40th Street, New York, N. Y.; Editor, F. N. Shepherd, 22 East 40th Street, 
New York, N. Y.; Managing Editor, William R. Kuhns, 22 East 40th Street, New York, N. Y.; Business Man- 
ager, L. E. Lascelle, 22 East 40th Street, New York, N. Y. 


42. That the owner is: (If owned by a corporation, its name and address must be stated and also immediately 
thereunder the names and addresses of stockholders owning or holding one per cent or more of total amount of 
stock. If not owned by a corporation, the names and addresses of the individual owners must be given. If 
owned by a firm, company, or other unincorporated concern, its name and address, as well as those of each 
individual member, must be given.) The American Bankers Association, 22 East 40th Street, New York, N. Y. 
(A voluntary unincorporated association of banks: Tom K. Smith, Boatmen’s National Bank, St. Louis, Mo., 
President and F. N. Shepherd, 22 East 40th Street, New York, N. Y., Executive Manager.) 


43. That the known bondholders, mortgagees, and other security holders owning or holding 1 per cent or more 
of total amount of bonds, mortgages, or other securities are: None. 


44. That the two paragraphs next above, giving the names of the owners, stockholders, and security holders, 
if any, contain not only the list of stockholders and security holders as they appear upon the books of the com- 
pany but also, in cases where the stockholder or security holder appears upon the books of the company as 
trustee or in any other fiduciary relation, the name of the person or corporation for whom such trusteeis acting, 
is given; also that the said two paragraphs contain statements embracing affiant’s full knowledge and belief as 
to the circumstances and conditions under which stockholders and security holders who do not appear upon 
the books of the company as trustees, hold stock and securities in a capacity other than that of a bona fide 
owner; and this affiant has no reason to believe that any other person, association, or corporation has any 
nterest direct or indirect in the said stock, bonds, or other securities than as so stated by him. 


¥5. That the average number of copies of each issue of this publication sold or distributed, through the mails 
or otherwise, to paid subscribers during the twelve months preceding the date shown above is.—(This infor- 
mation is required from daily publications only.) 

L. E. LASCELLE, 


Business Manager 
Sworn to and subscribed before me this 30th day of September, 1937. 
Elizabeth Rautanen, Notary Public, Bronx County, New York Co. Clk's No. 336, Reg. No. 8R188; Bronx 
Co. Clk’s No. 19, Reg. No. 50R38. Certificate filed in Westchester County. 
(My appointment expires March 30, 1938.) 


Service Charge 


Trend 


Sper per cent of all Missourj 
banks have service charges in one 


form or another on checking accounts, 
71 per cent of this number are using sub. 
stantially the schedule recommended by 
the Missouri Bankers Association, and 
61 per cent of the banks without service 
charges on checking accounts are con- 
sidering their installation. 

This information was obtained by the 
association’s committee on service charges 
in replies to a questionnaire. Ninety- 
nine per cent of all member banks—in 
number, all but five—responded. 

In a letter to the membership, Rich- 
ard W. Trefz of Rich Hill, chairman of 
the committee, said that by far the 
majority of all questionnaires had 
brought out the importance of adhering 
to the schedule of the state bankers 
association. 

The committee’s goal is a state-wide 
uniform system of charges. 

“With 80 per cent of all our banks 
using service charges,” said Mr. Trefz, 
“and another 12% per cent seriously 
considering their installation, there re- 
mains only the important task of har- 
monizing our present schedules with the 
schedule of the Missouri Bankers Asso- 
ciation.” 


INSURANCE PRESIDENTS 


Chairman of the 3lst annual 
convention of the Association 


of Life Insurance Presidents, 
to be held December 2 and 3 in 
New York City, will be Gerard 
S. Nollen, president of the 
Bankers Life Company, Des 
Moines, Iowa 
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Stockholders As New Business Men 


OW one banker converted his 

H knowledge of human nature into 
concrete business is a story worth the 
telling. 
As president of one of several com- 
petitive banks in a rapidly growing 
community, this banker devoted con- 
jderable thought to ways of getting 
additional business. In analyzing a 
periodic new business report one day, 
the statistics revealed to him that much 
of the business acquired was introduced 
into the bank by members of the board 
of directors. His knowledge of human 
nature made the reason for this im- 
mediately obvious. The principal stock- 
holders comprised the board and each 
was enhancing his investment by con- 
tributing to the bank’s growth. 

Feeling secure in the belief that lesser 
stockholders also would welcome an 
opportunity to assist in the bank’s 
gowth and thus strengthen their in- 
vestment, the president at the next 
meeting of the board obtained its ap- 
proval to organize a revolving Council 
which would renew itself each year. 
This group was soon established. 


ORGANIZATION 


THE Council was made up of 12 
stockholders, each invited to serve for 
one year, and the president and two 
senior bank officers who officiated at 
the bi-weekly meetings as chairman, 
vice-chairman and secretary. Two of 
the directors alternated in attendance. 

Each stockholder invited to serve on 
the Council was representative of, or 
influential in, an important phase of 
business or social life in the community. 
No two stockholders who were engaged 
in the same line of business or who were 
in competition served on the Council 
simultaneously. 

No legal responsibility attached to 
the members of this board as such, since 
they acted solely in an honorary capac- 
ity and had no voice in bank manage- 
ment or policy. It was thoroughly 
understood by all that the Council’s 
objective was the furtherance of the 
bank’s growth businesswise. 

The members met in the directors’ 
board room and each was furnished a 
mimeographed report, in three sections, 
on the trend of the bank services which 
the Council was trying to expand. 

Section 1 of the report, although 
quite self-explanatory, was studiously 
read aloud and commented on by the 
chairman at each meeting, not only to 
indicate how things were progressing, 
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but also to remind each Council mem- 
ber of the facilities the bank offered the 
public. At the bottom of the page is a 
sample of Section 1. 

Section 2, a breakdown of Section 
One, was the record of business ac- 
quired and business relinquished since 
the last meeting. It read this way, the 
names, of course, being fictitious. 


SECTION 2 
Date Made 
6/3 $400 
6/8 $1,000 


Bills discounted 
Will Smith 
J. Evarts 
Collateral loans 
M. Klen 
Personal small loans 
Mae Stern 6/6 50 
C. Breed 25 
Checking accounts Date Opened Closed 
L. Williams 6/4 $1,100 
M. Pincus 6/7 
Savings accounts 
L. Ford 


Paid 


6/4 200 


300 


6/4 5 
Lock boxes Date Rented Surrendered 
J. Meyer 6/7 10 
C. Sims 5 
Safekeeping accounts Date Opened Closed 
J. Lord 6/6 28,000 


Section 3 was the most important 
part of the report, for it contained the 
list of new business prospects, submitted 
in the following manner: 


SECTION 3 
Prospects for New Business 


John Lesdon, Inc., 114 Seventh Ave., City. 
Tailor. 
Formerly of Chicago. Leased premises for 
July 1st occupancy. 
Prospect for deposit service. 
Mannheim Bros., River & Main Sts., City. 
Bldg. supplies. 
Present bank, ist Natl. Reputation excellent. 
Would make desirable borrowing account. 
Mrs. Aimee Prescott, Mountside Widow. 
Member D.A.R. Reputed wealthy. Two 
daughters attending school out of town. 
General cultivation proposed. 
Ford Whitney, South Cliff Road Retired. 
Member South Cliff Country Club. Pays 
local bills by checks on Philadelphia bank. 


While only four prospects are re- 
ported here, usually several times that 


number were discussed. As a typical 
illustration, here is what happened on 
each of these names when they were 
first offered: 

John Lesdon, Inc., was unknown to 
the Council, but a member who in- 
tended having a new suit made prom- 
ised to call on the tailor to inspect his 
merchandise and inquire as to his need 
for banking facilities. 

One member stated that Mannheim 
Bros. banked at the First National 
because a partner’s relative was vice- 
president there. Solicitation was de- 
ferred until it was felt the firm might 
need a second account. 

Regarding Mrs. Prescott, a Council- 
man’s wife, also a D.A.R., was to 
arrange to introduce her to bank offi- 
cials. 

Mr. Whitney was known socially to 
several members, one of whom was to 
arrange a golf foursome inviting Mr. 
Whitney to play with the chairman as 
partner. 

The Council secretary kept minutes 
of each meeting, recording the decision 
on each prospect submitted. Once a 
name was included in the minutes it was 
brought up as unfinished business at 
all subsequent meetings until it was 
either added to the bank’s list of clients 
or abandoned as useless. 

As for results of the program, business 
arose from many sources. Members, 
their sense of personal gain quickened, 
concentrated as much as possible of 
their own businesses with the bank. 
They encouraged relatives, friends and 
business associates in town and out to 
use their bank’s facilities. Information 
and new business leads that they could 
not act on personally were passed along 
to the bank’s officers for development. 
In short, the results confirmed the 
president’s knowledge of human nature, 
but the big dividend this asset paid 
was the cumulative effect of the work 
done by retired members. 


SECTION I 


Bills discounted 

Collateral loans 
Documentary draft advances 
Personal small loans 


Demand deposits 

Time deposits 

Savings deposits 

Lock boxes rented (no.) 

Safekeeping accounts (control Value) 
Wills (no.) 

Trusts (no.) 


Current Date Last Yearend Previous Yearend 
$160,000 $180,000 $145,000 
340,000 310,000 290,000 
28,000 22,000 8,000 
12,000 8,000 3,000 


1,942,000 1,980,000 
75,000 110,000 
680,000 720,000 


296 234 
540,000 490,000 
21 19 
15 11 


Ti 
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2,198,000 
100,000 
640,000 
319 
609,000 
27 
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Benkine executives stop at the | 
Hotel Washington BECAUSE... | 


@ The U. S. Treasury is just 
across the street 


@ The Federal Deposit Insur- 
ance Corporation is one block 
from our door 


@ The Federal Land Bank is 
only 11% blocks distant 


e@ The New Federal Reserve 
Board is within easy walking 


distance 


HOTEL WASHINGTON | 


15th Street & Pennsylvania Avenue 
Opposite the United States Treasury and 
Dept. of Commerce, overiooking 
the White House and Parks. 


WASHINGTON, D. C. 
FLCYD E. RUSH. Manager 


PROTECT O SEALS 


Use in place of wax to safeguard 
valuable mail. ‘Save postage, time; 
easy to apply. Approved by Post 
Office. Write for samples, prices. 
ST. LOUIS STICKER CO. 
1905 Pine St. 


St. Louis, Mo. 
@ @ 


o— W. Atwoop (Some Matters of 
Importance, p. 19), a prominent 


| writer on economic and financial affairs, 


makes his first contribution to BANKING. 


* * * 


HERBERT V. ProcHNow (How Much 
Is 1 Per Cent?, p. 20) is assistant vice- 


| president of the First National Bank of 


Chicago. 


* * * 


RoBert W. Watson (Personal Loan 
Insurance, p. 21), is president of The 
Morris Plan Insurance Society, New 
York City. 


* * * 


E. SHERMAN Apams (If Bonds De- 


| cline, p. 22), graduate of Amherst Col- 


lege and Harvard’s business school, 
works with a large eastern bank, spe- 
cializing in the investment problems of 
correspondent institutions. 


* * * 


Epwarp N. Hay (Collective Person- 


| nel Benefits, p. 24), personnel officer of 
| The Pennsylvania Company for Insur- 
| ances on Lives and Granting Annuities, 
continues his discussion of employee- 


employer relationships. 


CLaubE L. Strout (Career Men in 
Banking, p. 25), executive vice-presi- 
dent and cashier of the Poudre Valley 
National Bank, Fort Collins, Colorado. 


Automatically, 
will bring you 


INFORMATION you need 


punched cards 
the TRUST 


WHEN YOU NEED IT. 


For detailed facts call 


General Offices 
270 Broadway, New York, N. Y. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Branch Offices in 
Principal Cities of the World | 


This Month’s Authors 


A. T. Greson (Field Warehousing 
Memoranda, p. 26), is president of the 
Lawrence Warehouse Company. 


* * * 


Roir Nucent (A Census of Persona] 
Loan Departments, p. 28), directs the 
Department of Remedial Loans, Rus. 
sell Sage Foundation. He has done ex. 
tensive research in the small loan field. 


* * * 


GuRDEN Epwarps (Banking and 
Emotional Reactions, p. 32) writes here 
as Director of Publicity, American 
Bankers Association. 


* 


I. I. SPERLING (Teaching Sailors to 
Save, p. 68) is assistant vice-president 
of The Cleveland Trust Company. 


* * * 


GerorGE R. Smita (How To Make 
Cotton Loans, p. 70), cashier of The 
Commercial National Bank of De- 
mopolis, Alabama, has been an occa- 
sional contributor for several years. 


* * * 


BANCROFT MITCHELL (F.H.A. In- 
sured Mortgages, p. 78) manages the 
public utility department of the City 
Bank Farmers Trust Company, New 
York. He was formerly with J. P. Mor- 
gan and Company. 


* * * 


KENNETH Murcuison (The Small 
House Market, p. 82), New York archi- 
tect and former banker, is busy these 
days helping with plans for his home 
town’s 1939 fair. 
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THE CHASE 
NATIONAL BANK 


OF THE.CITY OF NEW YORK 


Statement of Condition, September 30, 1937 


RESOURCES 

CasH AND Due From Banks .. . 708,884,363.05 
U. S. GoverNMENT OBLIGATIONS, DIRECT AND FULLY 

GUARANTEED. . . 
Oruer Bonps AND SECURITIES .. . 160,477,722.42 
Loans, Discounts AND BANKERS’ tet 817,312,674.28 


$2,422,152,198.18 


LIABILITIES 
CapiTaL Funps: 


Unpivipep Prorirs .... .  25,888,460.71 


$ 226,428,460.71 
ReEseRvE FOR CONTINGENCIES. . . 16,384,420.89 
Reserve ror Taxes, INTEREST, ETC. . . . 1,559,322.72 
LiaBiLity As ENDoRSER ON Accurraycns AND > Fonzian Bitts . 15,257,776.04 


$2,422,152,198.18 


United States Government and other securities carried at $160,212,028.40 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Aims of American Banking 


Some remarks by Orvat W. Apams on being inducted as 
PresIDENT of the AMERICAN BANKERS ASSOCIATION at the 
Boston Convention, October 14, 1937. 


SHOULD like to mention four major objectives toward 

which, if the membership approves, my efforts within the 
Association will be directed. 

We must do our part toward making all of the people 

deficit conscious. While in the sober judgment of those best 
informed, including many of our Senators and Representa- 
tives in Congress and others in Washington, the necessity of 
bringing governmental expenditures well within current 
revenue is clearly recognized, this is not yet appreciated by 
the great body of the self-reliant people of America. I believe 
that the fiscal affairs of government can be kept out of serious 
difficulty only by bringing home to the 42,000,000 savings 
depositors, to the millions who hold insurance policies, who 
invest in building and loan associations, and other securities, 
what the continuance of such deficits means to them. 
- Itis not only our duty to pay our deposits on demand, but 
to the best of our ability to pay in dollars of substantial pur- 
chasing power. Our depositors must be brought to under- 
stand that as Government deficits increase, the purchasing 
power of money decreases. This fact vitally affects every 
laboring man, every farmer, every professional and business 
man. It determines the value of savings, of insurance policies, 
and even of unemployment benefits and contributions for 
relief. 


A BALANCED BUDGET 


IN the early days of the depression there may justly have 
been differences of opinion as to the propriety of expendi- 
tures which necessarily resulted in deficits. No such differ- 
ences of opinion should longer exist. We must make our de- 
positors realize that the preservation of the value of their 
savings demands a balanced budget. To balance the budget 
two courageous and statesmanlike steps must be taken: 
First, a substantial decrease in Government expenditures; 
second, an increase in taxes more equitably distributed over 
amuch broader base. We must stimulate such an insistent 
public demand as will result in a balanced budget. When 
taxes are made more visible and the budget is truly balanced, 
& tax-conscious citizenship will have been created—the most 
Vital need in this country. 

Next, we should stabilize and refine but not discard our 
present banking system. Our progress under the dual banking 
system is a creditable chapter in the development of this 
country. We readily concede that it has not functioned per- 
fectly. In a new country perfection was not to be expected of 
any type of banking system. Beyond question, however, ours 
has so functioned as to warrant us in seeking to improve 
father than to abandon it, and attempt to provide a new 
system. 

There must be no monopoly—none in banking, in labor, 
or in industry. The instinct of American citizens is unalter- 
ably opposed to all three. What is there in our history which 
could warrant the belief, for instance, that the extension of 
branch banking across state lines would better serve the 
needs of our people than does our present banking system? 
And how easy it would be to create a banking monopoly 
when once state autonomy has been thrown into the discard! 
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I earnestly believe that we should adhere to such a tried 
and tested course in the field of banking as a whole, as will 
tend to give our business and banking interests a sense of 
stability and security. 

Recognizing the strength and influence of the large num- 
ber of smaller banks, many of which are not members of the 
American Bankers Association, it will be a major endeavor 
of my administration to mobilize this tremendous power, to 
work within the ranks, to carry forward the ideals and ob- 
jectives of this great Association. 


REGIONAL MEETINGS 


FINALLY, and not incidental to the matters I have men- 
tioned, I feel strongly that our banking regional conferences 
should be continued and expanded. These meetings, origi- 
nally designed to provide education for officers and em- 
ployees of banks only, have proved of great educational 
value. They can be expanded with little additional cost to 
provide means of educating our depositors. At the conclusion 
of a conference a public meeting could be held, to which the 
banks in the town where the conference met would invite 
their clients. A speaker understanding our problems, particu- 
larly as they affect the depositor, should address such a meet- 
ing. I am confident that much misunderstanding could be 
avoided and much valuable information disseminated were 
such meetings properly planned and conducted. 

This is not an untried plan. It is being followed by the 
medical profession, and with excellent results. In my own 
city, following a medical conference, the Salt Lake Taber- 
nacle was engaged, a public meeting properly advertised, and 
some 10,000 persons listened with interest to a magnificent 
program. Problems of the medical association in their rela- 
tionship to the public were interestingly presented and a 
better understanding resulted. 

We could hold such meetings from time to time throughout 
the country, and I am certain that they would be largely at- 
tended by our depositors, and would result in a better under- 
standing and relationship with them. 


THE PROFESSION OF BANKING 


THERE is an additional thought, although I do not dignify 
it as an objective. It is this: I wish I might accentuate the 
professional nature and aspects of our calling, and I hope 
that I can promote an ever increasing fraternity among our 
members. If we always uphold the ideals of efficient, un- 
selfish, loyal service to our clients, subordinating every other 
consideration, we shall in my judgment pursue the one course 
which will bring understanding and appreciation. 

We cannot be truly professional in our concepts and prac- 
tices without being brothers in the cause. Our methods may 
differ but our ideals should not, and that will make us toler- 
ant of each other, which is the basis for lasting fraternity. 

There must be no doubt as to the position of this Associa- 
tion respecting matters which we know to be of vital impor- 
tance to the self-reliant citizens of our country. 

It will be my purpose and my constant endeavor to prove 
worthy of the responsibility which you have entrusted to me, 
and I shall count on receiving the help and counsel, not only 
of the officers, but also of the members of this Association. 

This task I assume with sincere humility and pray that the 
Master of men grant to all of us His guiding influence. 
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W. F. Avucustine, Vice-president, National Shawmut 
Bank, Boston, as President of the National Bank Division, 
American Bankers Association, before the Division. 


OME bankers who are members of our Division expressed 
some concern over the fact that many banks are giving 
up their national charters for the purpose of operating under 
state laws. A survey was made to obtain if possible reasons 
for these withdrawals, their number as well as the additions 
to the national system, for the shifting has been in both direc- 
tions. We do not believe that these movements need be cause 
for alarm as they are not restricted to banks of any particular 
size nor to any one section of the country. 

It is apparent, however, that with the smaller banks there 
has been a relationship between location and the capital 
requirements under the Federal statutes, as banks in smaller 
centers do not feel that with the additional capital require- 
ments they are able to employ these funds satisfactorily, 
which brings to mind, of course, that in a great many states 


Tom K. Smrrtu, as President, before the AMERICAN BANK- 
ERS ASSOCIATION CONVENTION. 


roger no banking legislation of the far-reaching charac- 
ter of the acts of 1933 and 1935 was seriously consid- 
ered during the past year, this does not mean that the Legis- 
lative Committee of the American Bankers Association 
found itself without employment. There arose, as always, 
anumber of interesting and perplexing problems relating to 
the administration of laws previously enacted. It was neces- 
sary, moreover, to follow several bills which failed to pass 
but which will be considered during the next session of 
Congress. 

Probably the most important banking bill introduced in 
the last session was the McAdoo bill, designed to permit 
national banks to establish branch banks in any state in 
their respective Federal Reserve districts, subject to the 
provision that the laws of the state in which the branch is to 
be opened must permit state banks to establish branches. 
The Interim Committee decided that the Association should 
oppose this bill. This position is consistent with the Associa- 
tion’s earlier expressed views that state autonomy in banking 
should be maintained, and that branch banking systems 
should not extend beyond state lines. 

The Association likewise followed closely the progress of 
the Barkley bill designed to supervise and regulate trustees 
under mortgage trust indentures. The Trust Division set up 
a special committee to work with the Committee on Federal 
Legislation in connection with this bill. Through the con- 
sistent and painstaking efforts of these committees, the 
original draft of the bill was so modified that the Association 
could accept it in its final form as a workable piece of legisla- 
tion. While it was not reported out of committee, this bill also 
will doubtless be considered at the next session. 

A number of bills not primarily concerned with banking, 
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The Number of National Banks 


Banking Teamwork 


the minimum capital requirements are smaller than those in 
the national system. This in our opinion creates a grave 
problem as we do not believe that banks should be organized 
in those communities which cannot support a bank with at 
least the minimum capital required by Federal law. 

The conclusion of the Division is that the shifting of banks 
in and out of the national system is but an expression of 
specific local needs which should be met. 

On June 30, 1936, there were 5,374 national banks, while 
on the same date in 1937 there were 5,299 national banks, or 
a reduction of 75. During the year between these two dates 
95 national banks went into voluntary liquidation; 54 of 
these being absorbed by other national banks; 36 were suc. 
ceeded or absorbed by other state banks, and 5 were not 
succeeded or absorbed by banks, either state or national, 
In addition, three national banks were lost through consoli- 
dation and one went into receivership. Thus it will be seen 
that of a total of 99 national charters which were surren- 
dered, at the same time 24 new national banks were opened. 


nevertheless contained clauses affecting banking. Thus, the 
Committee on Federal Legislation worked with the Com- 
mittee on Bankruptcy in following the Chandler bill, provid- 
ing revision of the bankruptcy laws. The original draft of the 
Revenue Act of 1937, the so-called tax-loophole bill, con- 
tained a provision of interest to corporate fiduciaries. This 
provision would have denied to trusts the $1000 income tax 
exemption now available. The Association’s committees im- 
mediately conferred with members of Congress and repre- 
sentatives of the governmental departments sponsoring the 
bill and, as a result of their action, the bill as enacted denies 
the $1000 exemption only to those trusts which are required 
or permitted by the trust instrument to accumulate income 
which would otherwise be distributable to beneficiaries. 

I wish to report also that early in the year the Committee 
on Federal Legislation conferred with the Social Security 
Board, and satisfactory amendments were agreed upon 
which provided that all banks, whether national or state, 
would be subjected to the Social Security Act. It is quite 
likely that these amendments will be introduced at the next 
session. 

I am convinced that we shall have to continue and even 
to intensify our efforts in the fields of education and research. 
It is particularly important that we have a broad back- 
ground of factual information in order that we may furnish 
aid to bankers, Government officials, and the public in con- 
sidering the legislative proposals in the field of banking 
which will be brought forward in the coming years, such as 
the Patman bill to nationalize the Federal Reserve banks 
and other measures which have been discussed from time to 
time. 

During the year we have continued the regional confer- 
ences of the association which were inaugurated last year 
during the presidency of Mr. Fleming. These conferences 
have been of great value to operating bankers in helping 
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them to keep abreast of new trends in banking practice. The 
attitude of our members toward this activity is indicated 
not only by their attendance at the meetings, but also by 
the fact that 3451 copies of the new edition of Present Day 
Banking, containing the addresses of the 50 speakers who 
appeared on the programs, were sold to bankers interested 
in the ideas presented during the conferences. These meet- 
ings, moreover, have been productive of great benefits to the 
officials of the Association in giving them a first-hand point 
of view of the banking problems in various sections of the 
country. The conferences have also had a significant public 
relations value in that they have impressed upon the general 
public the fact that bankers are counseling together upon 
ways and means of improving banking service. 

It is in the field of public relations, in my opinion, that the 
Association may attain its outstanding usefulness. The 
depression served to emphasize the peculiar importance of 
public relations in banking. The banking business is such 
that the banker does not, by the nature of his calling and the 
service he performs, become automatically an object of 
popular affection; someone has said that the debtor will 
never instinctively love his creditor when his note falls due. 
In periods of economic adversity, when the debtor is at his 
wit’s end to find means of payment, the banks in the popular 
mind come to signify heartless, predatory wealth. They are 
accused of refusing to disgorge the money with which their 
vaults are bulging. The banker becomes a symbol of avarice 


“Bumble-Puppy 


Frep I. Kent, Chairman, Commerce and Marine Com- 
mission, American Bankers Association, before the SAVINGS 
DIvISION. 


paps years ago a great aunt of mine with a remark- 
able memory came to make us a visit. Seeing that we 
were playing whist and wishing to take part in a proper way 
she spent a whole day committing to memory the rules she 
found in a book on whist. That evening we had a game and 
she played with my father. To his amazement every play 
that she made was exactly the opposite of the one she should 
have made. After such plays had gone on for a little time my 
father explained why it was not advisable to trump your 
partner’s ace and a number of other ideas of similar charac- 
ter. The old lady was quite shocked and said that she had 
been playing exactly according to the book that she had 
read that day and that she had committed to memory the 
rules. My father could not understand it and she said, “ Well 
I will get the book.” When he looked at it he saw it was 
Bumble-Puppy On Whist. The book was written on the basis 
of stating everything by rules just the opposite of what 
should be done. 

Today the great world public seems to have been so 
intrigued with “ Bumble-Puppy On Government,” that it is 
playing the same to its own ruination. 

It might seem well to set up the rules of “‘ Bumble-Puppy 
On Government,” as they seem to appear after reading 
certain books, magazines, and newspapers and after listen- 
ing to various addresses made on public forums and over the 
radio and from the words of great numbers of individuals 
who all together have, in effect, composed “‘ Bumble-Puppy 
On Government.” These rules and regulations represent 
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and reaction. This popular psychology is mirrored in pro- 
posals for banking reform, some of them sound and others 
fantastic. Only informed public opinion can prevent enact- 
ment of disastrous banking legislation under such circum- 
stances. Banking is peculiarly vulnerable to demagogic 
attacks. 

Our research activities also have an obvious public rela- 
tions value in keeping before the public the constant efforts 
of the banking system to attain ever higher standards of 
performance and efficiency. 

Intensive as our efforts have been in the field of public 
relations, I do not believe that our program has as yet at- 
tained its final form. We have done much, but we must do 
more. For the first time in the history of American banking, 
rank-and-file bankers are conscious of the supreme impor- 
tance of cultivating public good-will. The demand for leader- 
ship in solving the problem exists, and the Association can- 
not fail to heed the call. I am not prepared to offer a specific 
program. Planning such a program is the task of a small, 
qualified group of men available within our membership. 
It is imperative that in the future we give our unqualified 
support to oncoming administrations of the American 
Bankers Association as they undertake efforts to meet this 
problem of public relations. If as an association we should 
fail in meeting this responsibility, there will probably result 
a tremendous loss of prestige for the association and for 
American banking as a whole. 


on Government” 


exactly what should not be done in the interest of the 
people. Unfortunately they have been taken to heart by 
millions of people of fine intent who have not bad the 
slightest idea that they represented the things that should 
not be done to make the world a better place in which to live 
instead of the things that should be done. We will try to 
codify some of the most important nostrums of the galaxy 
of would-be rulers of the people, many of them honest, who 
all together have composed “Bumble-Puppy On Govern- 
ment.” In studying these rules it must be accented that they 
represent advocated practices of government although they 
are exactly the opposite of those proven principles which the 
experiences of history have shown should prevail in the 
interest of the people. 

1. In order that industry may provide sufficient units of 
production of those things required or desired by the people 
for their comfort in living, government should hamper in- 
dustry (a) by great and unwise taxation; (b) by increasing 
the cost of production in every way possible, thus making it 
difficult for the people to buy goods; (c) by excessive gov- 
ernmental regulations that will prevent the flexibility of the 
activity of management to meet the ever-changing condi- 
tions that prevail in the life of man and that will transfer 
such power to untrained government officials; (d) by com- 
petitive government operation with the industries on a 
super-excessive cost basis that inevitably follows govern- 
ment operation because of the forces exercised by organized 
minorities and the ambitions of those driving for political 
power and where the excess costs are obtained through 
taxation of the people so that dishonest management and 
inefficiency do not become known to the public; (e) by 
government connivance with organized minorities to in- 
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crease the costs of legitimate industries at the expense of the 
consumer. 

2. Government should repudiate at will its monetary 
obligations by juggling its money standard (a) in order 
that it may increase its export trade through destruction of 
that of other countries even though it would decrease their 
ability to pay for others’ exports; (b) so that it may favor 
one class at the expense of another, say the debtor class 
against the creditor class or vice versa and, as such things 
go, destroy to some greater or lesser extent the value of the 
savings of the multitude; (c) so that every business will be 
turned into a gamble and lose its status as a sound occupa- 
tion. 

3. Government should destroy one of the great forces in 
the world that makes for integrity in business and social life 
by taking from men their power of trusteeship for others 
that is so widespread throughout every activity of mankind 
and whose exercise inevitably leads to greater general honesty 
of purpose than could otherwise be expected of men. 

4. Government should destroy the development and 
growth of the individual ingenuity of men that results in 
the creation of wealth whose benefits spread generally to 
the people because such activities (a) increase the demand 
for labor; (b) increase the units of production and at lower 
cost, thus enabling wide distribution among the people. 

5. Government should regiment the people by appointing 
and giving power to some men who may be no better fitted, 
or even as well fitted as other men to guide their own lives, 
to tell their neighbors how they must live; that is, govern- 
ment should prohibit men from exercising that character of 
liberty which permits them to develop their own lives in their 
own way, provided they do not interfere with the rights of 
others, and provide a new form of liberty in its place which 
will be dispensed by bureaucrats at their pleasure and that 
allows men to do only that which they are told to do. 

6. Government should instruct the people in false idealism 


A Good Word 


Joun S. Liven, Second Vice-president, The Chase Na- 
tional Bank, New York City, before the CLEARINGHOUSE 
RounD TABLE CONFERENCE, AMERICAN BANKERS ASSOCIA- 
TION. 


— many times the assumption is made that municipal 
securities are of interest only to people subject to the 
higher income tax brackets. It is interesting that insurance 
companies gain but slight advantage from the tax exempt 
feature and still constitute one of the most important mar- 
kets for municipal obligations. Because of the character of 
the security which municipal bonds generally offer from the 
standpoint of a well balanced investment account, they 
should occupy very much broader attention and considera- 
tion than they frequently receive. It has been estimated that 
the annual interest payments on bonds of states and their 
political subdivisions approximate $700,000,000 with retire- 
ment of principal falling somewhere between $400,000,000 
and $500,000,000. While it is true that in some cases the debt 
service cost results in a relatively heavy burden upon the 
taxpayers, credit should be given, from the standpoint of 
sound fiscal policy, for the large amount of principal retire- 
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that leads them to believe that they can have something for 
nothing, that their own effort to make their living is not 
important and that it can be supplemented by payments 
created by the efforts of others whom it can be taken for 
granted can and will continue to provide the profits upon 


_which others may live even though they are taken from 


them. 

7. Government should carry on of its own free will in 
connection with things economic and social in order that the 
standard of living of the people shall be reduced as has al. 
ways occurred when government has undertaken to rule in 
such manner so as to enlarge its political power rather than 
to utilize and make effective the ingenuity and intelligence 
of its citizens. 

8. Government should spend money recklessly for politi- 
cal purposes, to meet the requests of organized minorities 
and to provide for the increase of bureaucracy without re- 
gard to national income or national financial condition, 
(a) in order that the people may be taxed and taxed and 
over-taxed both through direct taxes and increases in the 
cost of everything they buy; (b) in order that the public 
may be loaded up with government securities until the re- 
establishment of industry and trade on any sound basis is 
impossible; (c) in order that the desire for thrift will be 
taxed out of existence; (d) in order that men can be fooled 
into believing that government can lift a country by its 
bootstraps and maintain its people in great numbers by 
payments from the public treasury; (e) in order that happi- 
ness and contentment may be dissipated and discouragement 
and hardship may take their places, thus creating a public 
mind ready for war on the least provocation—either civil or 
international. 

By all of these regulations and by such other means that 
lie within its power, government should destroy the happi- 
ness and contentment of its people. Bumble-Puppy govern- 
ment leads to civil or international war. 


for Municipals 


ment which is met year after year by our municipal govern- 
ments. This compares most favorably with policies followed 
in corporate finance and is an important factor in the security 
position of municipal obligations. 

The above statements, it will be recognized, are general. 
There are, of course, exceptions to the rule. We can all think 
of a few default situations that have been trying and costly. 

While municipalities have received a great amount of 
adverse publicity during the past decade and while any 
analytical comment more or less of necessity deals with such 
difficulties and thus gives further emphasis to them, one does 
not obtain a fair perspective unless the constructive steps 
which have been made in assuring more sound procedure and 
better protection in turn to the investor are also given their 
share of attention. These include the following: (1) Im- 
proved knowledge of budgetary and municipal operating 
procedure. (2) Some progress in establishing more uniform 
accounting practices. (3) More complete statistical data 
disclosing weaknesses not previously known. (4) More gen- 
eral planning of capital expenditures. (5) Improved legisla- 
tion dealing with debt limits, budgets, tax collection and 
foreclosure procedure. 
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Finally, it is important that the extraordinary debt-paying 
record of municipalities and the fundamental security sup- 
porting them should not be obscured because of criticisms 
which can very properly be made. In spite of these criticisms, 


general obligations of our more responsible municipal units 
must be recognized as occupying an enviable position as far 
as their record is concerned in the ultimate payment of 
principal and interest. 


Grouchiness Is Sand in the Gears 


Jesse F. Woop, Vice-president, State-Planters Bank & 
Trust Company, Richmond, Virginia, before the Construc- 
give CUSTOMER RELATIONS CLINIC, AMERICAN BANKERS 
ASSOCIATION. 


UR attitude toward others has probably more to do with 
customer relations than even efficiency. Fully 85 per 
cent of our business either directly or indirectly comes from 
personal contact; hence the absolute need that all public 
service employees be possessed with a strong and likeable 
personality. With practically all banks guaranteed as to 
safety, why should anyone do business with a bank which is 
not friendly and agreeable? 

Grateful are we that the old idea of not being cordial to peo- 
ple lest some might ask a personal loan has long since rested 
in the cemetery, as it was never justified—certainly not to- 
day when we would gladly embrace so rare a rebel as one who 
is bold enough to seek a loan. Thousands of friends have been 
lost because of the belittling policy of some of our bank offi- 
cers. Why one can’t say “no” politely and cordially so that 
it won’t hurt and not appear to try to create the impression 
that the customer is small and insignificant in the presence of 
the “Great I Am,” is hard to understand. 

I believe in making friends with everyone. We want to 
know all the policemen, politicians, bootblacks, newspaper 
boys, people in all walks of life. We can’t have too many 
friends. We are in the banking business. 

Good customer relations means merely our ability to get 


along well and happily with others. Nothing is more im- 
portant than our approach. The art of proper approach 
enables one to get instant and hearty cooperation, while the 
lack of it prohibits one from even selling 100 cents for a 
quarter. The very best officer in the institution should con- 
stantly train all contact employees in the proper and most 
efficient method of approach. 

An example of proper approach is recalled in the story of 
Emerson, of whom it was said that he and his son had gotten 
in front of and behind a calf, attempting to compel it to go 
into the barn, when one of the maids noticing them and being 
more familiar with the proper approach went to their as- 
sistance. The calf very willingly followed as she stuck her 
thumb in its mouth. 

A fine sense of humor is just as necessary as good health. 
No one wants to deal with a person who is so sensitive that 
one has to be on his Ps and Qs every minute, any more than 
with a permanent dyspeptic. People naturally prefer cheerful 
enticing personalities, those who can rise above disappoint- 
ment and disaster and are naturally happy, pleasant, opti- 
mistic and enthusiastic. It is said that enthusiasm is a 
lubricant while grouchiness is sand in the gears. 

Forgetting old friends as we move up the ladder, getting 
opinionated and selfishly grabbing the limelight in lieu of 
good team work, are all unpardonable sins and generally end 
in one having a lesser number of friends and putting an awful 
burden on the family to secure enough pall-bearers. We 
need all the friends we can make in this banking business. 


Money Rates Next Year 


WALTER LICHTENSTEIN, Vice-president, The First Na- 
tional Bank of Chicago, before the CLEARINGHOUSE ROUND 
TaBLE CONFERENCE, AMERICAN BANKERS ASSOCIATION. 


ACCORDING to most economic indices the depth of the 
depression was reached in the Summer of 1932 and since 
that time there has been a more or less steady upward trend 
in the economic affairs of this country and of the world. 

This means a period of over five years, which is a longer 
stretch of upward curve of the business cycle than I believe 
we have experienced before. It must be remembered that it 
isn’t only a continued downward trend which produces 
maladjustments in the economic life of a country; a long 
continued upward trend has the same effect, and it is as a 
result of these economic maladjustments that we really have 
the ups and downs in the business cycle. 

Iam not looking for a very sharp recession comparable to 
the one we had in 1929-32, but I am expecting one of those 
gradual declines with which we are also familiar, though I 
have no intention of trying to date the beginning of this 
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recession. After all, the collapse which began in 1929 was 
probably the final liquidation of the economic ruin caused by 
the war, and it is unlikely that without another great war we 
shall have in the near future a recession of similar magnitude 
and severity. 

I need not tell bankers that forecasters, economists, stat- 
isticians, and even bankers themselves have no special 
inside information as the exact timing of the swings of the 
economic pendulum. We all know that our best judgments 
have often proved false and that the man who stands on the 
street corner, ignorant of economic affairs and statistics 
though he may be, has sometimes reached a more correct 
decision by flipping a coin than have any of us after making 
a careful study and survey of the situation. So I have no 
special pride or belief in my own judgment, and all I can say 
is that I use such evidence as is at my disposal in order to 
reach what seems to me a rational conclusion. 

All of this is important in relation to the future of interest 
rates, for, after all, if business were to boom and prices of 
shares on the stock market were to increase very largely and 
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suddenly, there is no question money rates would go up; if 
the progress of business and of the stock market were suffi- 
ciently great, such a rise in interest rates could probably not 
be prevented entirely even by actions which the government 
might take. As bankers we are most immediately concerned 
with the question of interest rates, for it is a well known fact 


that generally speaking commercial banks can sustain more 
easily heavy losses on loans than they can a severe drop in 
interest rates. 

My own feeling is that on the whole long term interest 
rates will advance very little in the next year or so, but 
there may very well be a tightening of the short term rates, 


The Golden Riddle 


J. FRANKLIN EBERSOLE, Professor of Finance, Harvard 
Graduate School of Business Administration, before the Na- 
TIONAL BANK Division, AMERICAN BANKERS ASSOCIATION. 


ITHER we shall revalue the dollar or we shall maintain 
its present size. If we revalue we shall do so alone or by 
international agreement with one or more foreign countries. 
Such international agreements at best are difficult to arrange 
to suit all parties, but an upward revaluation having a gen- 
eral and nearly worldwide application would undoubtedly 
present fewer difficulties for banking and Government 
finance than any other method. Without such international 
cooperation in upward revaluation, the odds appear to favor 
the view that we shall maintain the present mint value of 
the dollar for awhile. 

There are various considerations which will be weighed 
before upward revaluation is determined. The one timely 
moment so far offered to us for an upward revaluation 
without international cooperation has passed — such action 
might have been used to check the boomlet of the Spring of 
1937 instead of upping the reserve requirements. Revalua- 
tion at any time would be disturbing to business; we are 
inexperienced in such matters and uncertainty would be 
created and linger long. Revaluation upward might be 
politically embarrassing to the Administration, being made 
to appear as a change of position reflecting upon the wisdom 
of an earlier position. Not to revalue upward now would not 
be too costly in the view of the Treasury — gold buying and 


gold segregation in the “inactive fund” could be continued 
at the rate of, say, 1,000 million dollars per year, with Treas- 
ury bills selling to net % of 1 per cent per annum, or there. 
abouts, without embarrassment to the budget of expense or 
the size of the debt. And, lastly, revaluation upward would 
destroy that grant of power to dominate which was con- 
ferred upon the Treasury by the gold “profit” upon the 
original devaluation — to return merely to a 75-cent dollar 
would create a “loss” nearly as large as the amount of gold 
now segregated in the stabilization and the inactive funds 
combined! 

In the face of such difficulties, is it not reasonable to ex- 
pect to see a policy of drifting, or waiting, in the hope of a 
favorable turn in events? Perhaps the flow of war-released 
gold will cease and be reversed. Perhaps hoarding may be 
resumed in India, or elsewhere. Perhaps Russia’s expansion 
of gold production will prove to have been temporary. Per- 
haps Russia and the United States will legalize gold coin cir- 
culation again. Perhaps greater assurances of social stability 
the world around will divert investment to other countries 
and away from the United States and require an enormous 
amount of gold for export. Perhaps business and prices 
abroad will expand and create a greater need for gold hold- 
ings and give substantial aid to gold exports. And, last but 
not least, if some or all the other hopes are not realized, and 
if we are patient or stubborn, further devaluations abroad 
may be sufficient in number and in degree to place the pres- 
ent 59-cent dollar in equilibrium with the other currencies! 


A Dozen Investment Principles 


H. H. Harris, Vice-president, First and Merchants Na- 
tional Bank, Richmond, Virginia, before the CLEARING- 
HOUSE RouND TABLE CONFERENCE, AMERICAN BANKERS 
ASSOCIATION. 


nian of an investment policy for a bank may be 
summarized as a series of fundamental principles: 

1. It is probable that for some years to come bankers will 
be confronted with the necessity of placing considerable 
amounts of funds in investment securities. 

2. It is essential that a bank shall first see to it that its 
primary and secondary reserves are adequate before pro- 
ceeding to put bank funds into securities. 

3. The adequacy of these reserves must take into account 
the whole position of the bank and in particular the invest- 
ment policy which it proposes to follow. 
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4. No investment policy worthy of the name should make 
a place for second grade issues. 

5. Bonds should be bought for income and not for profit. 

6. An investment policy must take into account the fact 
that bond prices are generally high when loans are at a low 
level and vice versa. Consequently a bank’s investment 
policy should not be one which involves the investment of 
funds when bond prices are high and the sale of bonds when 
their prices are low. 

7. The solution of this problem is to be found in the proper 
spacing of maturities so that an approximately fixed and 
suitable percentage of bonds mature each year. 

8. Any other policy involves forecasting of the trend of 
the cycle and its effect upon interest rates. No bank is ade- 
quately equipped for this task, nor can it be. 

9. A bank should base its investment policy upon the 
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principle that investments are made for income and not for 
profit. Any other policy involves the bank in speculation, 
the risks of which the institution may be ill prepared to 
assume. 

10. Smaller banks can rely upon city correspondents for 
investment advice, but in doing so such banks should disclose 
to the correspondent all the essential facts. 


Hope and 


Rosert L. GARNER, Vice-president and Treasurer, Guar- 
anty Trust Company of New York, before the CLEARING- 
HOUSE ROUND TABLE CONFERENCE, AMERICAN BANKERS 
ASSOCIATION. 


| oan credit may be expected to rise or decline with 
the pace of business, and today the business outlook is 
badly confused. It appears now that the level of production 
and consumption over the Autumn will be lower than was 
indicated, and therefore that the demands for bank credit 
are less promising over the next several months. Faced by 
this prospect, banks have begun to increase their Govern- 
ment holdings, but so far have confined their purchases 
largely to short and intermediate maturities. It seems prob- 
able that they will continue this policy pending a more 
definite development of the business situation. 

If we are not at the beginning of a long and severe reaction 
it would seem that, over the next year or two, there will be 
an expansion of loans accompanied by liquidation of bank 
investments, particularly of the longer maturities. 

If, however, we are on the eve of another depression, we 
would expect declining loans, falling Government revenues 


11. A country correspondent should consult the city bank 
at frequent intervals. It is unsafe for a bank to buy bonds 
and check up on them only once or even twice a year. 

12. There are a number of excellent investment services 
which can render valuable service to the banker, but these 
should be regarded as supplementary sources and not as 
substitutes for careful study on the part of the banker. 


Postpone 


and rising expenditures for relief. It appears unlikely that 
the Administration would accept these consequences without 
strenuous attempts to halt the decline by increased Govern- 
ment spending. Predictions of balancing the budget would 
go out of the window. Banks would be faced with the neces- 
sity of increasing their investments, but under such condi- 
tions the financial situation of the Treasury and the adoption 
of additional inflationary measures would be a great deter- 
rent to buying of long bonds. 

Perhaps the predominant factor in the Government mar- 
ket is the budget. After seven years of deficits, balancing 
continues to be delayed until next year. This is a financial 
policy of hope and postpone. The Administration continues 
to budget higher revenues but additional new expenditures 
continually find their way into the Government’s appro- 
priations. 

It appears to me that informed people are steadily becom- 
ing more skeptical that there will be any balancing of the 
budget in the near future. What then? We shall have plenty 
of monetary management, but if the deficits continue the 
difficulty of controlling prices of Government securities, 
particularly long bonds, will multiply. 


Modernized Free Enterprise 


GLENN Frank, Editor, Rural Progress, Chicago, before 
the AMERICAN BANKERS ASSOCIATION. 


i eee time may conceivably come when the forces of sci- 

ence, technology and power production will create a pro- 
ductivity so lavish, and an interdependence so delicate, that 
a system of free enterprise with its myriad private decisions 
will prove unworkable. 

We have not in my judgment reached that time yet, nor 
shall we in my judgment within the lifetime of any of us now 
living. And Karl Marx to the contrary notwithstanding, 
there is nothing inherent in capitalism and in the economy of 
free enterprise, if intelligently modernized, that makes it 
necessary that we ever reach such a time. 

The blunt fact is that the overwhelming majority of Ameri- 
cans are simply not ready to scrap an economy of private 
enterprise. 

They still believe in their bones that the basic values 
of life, liberty and happiness can be better pursued under 
a regime of private enterprise and political liberty than 
under any of the sleek systems of political management, 
whether of the Fascist Right or the Communist Left. 
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So if the deeper will of the American people is followed, I 
think we shall proceed on the basis of an intelligently mod- 
ernized system of free enterprise. 

If this is the road we are to take, then the spirit and the 
content of governmental policy must be made to reflect. If 
we are to proceed under an intelligently modernized system 
of free enterprise, then it is only elementary horse sense to 
say that we must confine the conditions under which that 
sort of system will work, and then from one end of the 
United States to the other set our policies to insure those 
conditions. 

There is a basic American devotion to the principle of free 
enterprise, but that devotion can be permanently sustained 
only through an intelligently modernized economy of free 
enterprise, and by that I mean an economy functioning 
through a workable economics of plenty, not the unworkable 
economics of scarcity we have been artificially creating; a 
national economy that will find its profit in production for 
the millions, and stabilize its market by a progressively wider 
distribution of the annual income, not by arbitrary political 
action, but through the policies it itself adopts respecting 
wages, hours, prices and profits. 
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Bonds That Fit the Bank 


G. Situ, Vice-president and Cashier, Bank of 
America, N. T. S. A., San Francisco, before the CLEARING- 
HOUSE ROUND TABLE CONFERENCE, AMERICAN BANKERS 
ASSOCIATION. 


weno spongee policy as much as loan policy should be 
geared to avoid losses from poor credit judgment in the 
selection of bonds and to prevent a frozen condition of the 
bond account by a proper selection of maturities to fit known 
and estimated needs. In judging the proper relationship of 
the bond investment account to net capital funds it is well to 
regard it as consisting of unmatured loans with a varying 
degree of credit risk and to consider your loans and discounts 
in conjunction with the bond account in determining the 
relationship of these assets to capital funds. 

In order properly to consider the relationship of the in- 
vestment account to deposits it is necessary at the outset to 
make a thorough study of the deposit composition of the 
bank. The make-up of total deposits should be investigated 
thoroughly and the special characteristics of each class of 
deposits should be taken into consideration. Not only must 
the special requirements of demand, savings, time, public, 
postal savings, United States Government, other bank 
deposits and cashier’s check funds be provided for, but the 


size and distribution of accounts should also receive atten. 
tion. After a detailed and thorough study of deposit com. 
position has been made and a proper distribution of assets to 
each class of deposits decided upon, allowance must also be 
made for the practical difficulty of obtaining at all times an 
ideal distribution of assets. 

Allowance must be made for taking up the slack in certain 
desired classifications when assets belonging in that category 
are not available. For example, if it is decided that 10 per 
cent of demand deposits should be invested in bankers ac. 
ceptances and commercial paper and a scarcity of this highly 
desirable asset makes it impossible to fill the allotment, pro- 
vision must be made for investing the unused portion in an 
earning asset of similar investment character. 

No study of deposits is complete unless proper considera- 
tion is given to the effect of seasonal and cyclical changes 
upon the area served by your bank and upon your various 
classes of depositors. In this connection, special attention 
should be given to the distribution of your deposits by size 
of accounts. Unusually large accounts must in most instances 
be regarded as possible sources of unexpected demands. The 
long-term trend of each deposit classification should be 
chartered and studied closely to determine as nearly as pos- 
sible the maximum and minimum points of each classification, 


The Future of Commercial Loans 


LEONARD P. Ayres, Vice-president, Cleveland Trust 
Company, before the AMERICAN BANKERS ASSOCIATION. 


el it is probable, as the evidence seems to indicate, that 
commercial bankers as a group must look forward to hav- 
ing earnings from loans only about equal to earnings from 
investments, then the question is what they ought to do 
about it. That question confronts bankers even if in the next 
few years loans increase more rapidly than now seems 
probable, for it is quite unlikely that earnings from loans will 
increase within any near-to future until they are two and a 
half or three times as large as earnings from investments, as 
they used to be. The fact still remains that our commercial 
banks are organized and equipped to care for a volume of 
commercial loans of the pre-depression magnitude, and 
that there are no present prospects that we shall soon return 
to any such conditions. 

One step towards improving conditions consists of increas- 
ing the efficiency of bank operations, and there a good deal of 
progress has already been achieved. In the 10 years from 
1923 through 1932 the operating expenses of all member 
banks were on the average 73.4 per cent of their operating 
incomes, and the results would not be greatly different for 
all commercial banks. In the four years from 1932 to 1936 
this operating ratio dropped so that the expenses were only 
68.9 per cent of income instead of being 73.4 per cent. This 
improvement largely resulted from decreases in the payment 
of interest on deposits. It may not sound large, but it is in 
reality substantial. It seems wholly probable that further 
improvement can be made. 
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It is a disquieting fact that the earnings from loans of all 
member banks are now only about equal to earnings from 
investments. It is obvious that in the typical commercial 
bank the expense of administering loans is far greater than 
that of administering investments. One cannot help wonder- 
ing if a careful cost accounting would not show that under 
prevailing conditions the loans of commercial banks as a 
whole are resulting in a net operating loss with the deficit 
from them being made up by earnings from service and other 
charges and investments. 

The available figures seem to indicate that this may well 
be so. During the nine years from 1923 through 1931 the 
operating earnings from loans and service charges of member 
banks, before losses and recoveries, were always more than 
enough to cover all costs of all bank operations. 

Loans clearly produced net operating earnings in those 
years, and the income from investments was probably 
largely a net gain. 

In the five years from 1932 through 1936 these conditions 
have changed. The earnings from loans and service charges 
have not nearly equalled the expenses of bank operations, 
and part of the income from investments has been used to 
make up the difference. These comparisons are not good cost 
accounting, but they do make it seem probable that bank 
loans are not now paying their own way, and that the com- 
mercial banks as a whole are heavily dependent on earnings 
from service charges and investments to meet operating 
expenses. 

Banking as a whole is now once more a profitable busi- 
ness, but it is not adequately profitable. Banks have ab- 
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sorbed the great losses of the depression period, and they 
have already taken most of the available recoveries. The 
emergency period in banking lies in the past, and now the 

roblems are those of adjusting bank policies and operations 
to the conditions that are here and that promise to prevail 
in the future. 

Probably it is true that in two important respects bankers 
as a class are still unduly influenced by developments that 
liein the past, and that are not at all likely to recur. Both of 
them appear to be misleading inferences based on past ex- 
perience. One of them is an optimistic hope and the other is a 
pessimistic fear. 

The optimistic hope is that as business recovery continues 
we shall once more have the old volumes of commercial loans. 
The reason why that hope is unwarranted is that commercial 
loans were abnormally large in the early 1920’s while busi- 
nesses were short of working capital due to the war-time 
advances in price levels. The loans shrunk rapidly towards the 
end of the prosperity period as business increased its working 
capital. The dollar volume of trade has already regained the 
levels of 1925 but the commercial loans now are only about 
one-third as large as they were then. The time has come for 
bankers to reduce their lending facilities and their expendi- 
tures on them to proportions appropriate to the volume of 
available lending business that now exists. 


The pessimistic fear that bankers still cherish, and by 
which they guide their policies, is that we may have another 
banking crisis like the one five years ago. That fear explains 
our passion for liquidity. It is the chief reason for the excess 
reserves that we maintain. It is behind our preference for 
short-term notes, and our abhorrence for long-term bonds. 
It is the reason why most bankers are completely reluctant 
to contemplate borrowing from their Federal Reserve banks. 

Now this pessimistic fear is even less warranted than the 
optimistic hope. There does not now exist any set of condi- 
tions that could result in a credit collapse like that of the 
great depression. The bank crisis resulted from a sudden and 
world-wide drop in general price levels which drastically 
reduced the values of securities, real estate and commodities. 
Under those conditions business men could not pay their 
debts as they fell due, and the value of collateral behind 
loans became utterly inadequate. As a consequence bank 
depositors everywhere hurried almost simultaneously to 
withdraw their funds. 

No collapse of general price levels on a similar scale is now 
possible for the simple reason that we had the collapse several 
years ago. It is an anomalous fact that bankers should now be 
worrying about inflation while shaping their policies to guard 
against a great deflation. This is particularly inappropriate 
in view of the Federal guarantee of deposits. 


Play Safe with Recovery 


H. M. CHAMBERLAIN, Vice-president, Walker Bank & 
Trust Company, Salt Lake City, as President of State Bank 
Division, American Bankers Association, before the DIvIsIon. 


| gs of the usual business barometers indicate very much 
improved conditions now as compared with the past 
few years. People generally seem to be cheerful and optimis- 
tic. They are spending money freely and again mortgaging 
their future income to purchase the things they desire. In 
spite of the difficult times they have just experienced, they 
feel, as is usual in times of increasing prosperity, that condi- 
tions will continue forever to improve. In their enthusiasm 
they will undoubtedly extend themselves beyond conserva- 
tive bounds. 

They do not realize that there are many manufactured 
elements in our situation today, and that a substantial part 
of our recent progress has been brought about by artificial 
stimulants which can neither be administered indefinitely 
nor help us permanently. Business and banking are con- 
tributing to those inflationary practices by a loosening of 
credit terms and policies. A very large amount of capital or 
non-self-liquidating financing is being accomplished through 
the use of commercial funds. This is a gross abuse of our 
banking machinery. 

The inevitable reaction will come sooner or later. Should 
banks be not well prepared to meet the next recession, it is 
entirely conceivable that their functions will be taken away 
from them and placed under Federal control. I strongly urge 
all bankers to fortify themselves against such a possibility by 
following conservative policies during the immediate future. 
By intelligently directing and controlling the vast stream of 
credit and money flowing through their respective banks, 
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the banking profession can greatly modify the ebb and flow 
of the nation’s economic life. This is one of our greatest 
responsibilities at this time. 

The members of the State Bank Division have also a great 
responsibility in upholding state autonomy, and the dual 
system of banking. Your Division officers feel that a good 
start has been made this year in arousing an active interest 
in our program for self-preservation. The movement cul- 
minated in the resolution asking for the amendment to the 
constitution of the American Bankers Association, broad- 
ening the functions of the State Bank Division. Thus new 
life and energy have been injected into a numerically strong 
group of the A.B.A. membership, possessing great latent 
power. 

We have invited, and are now receiving, help and coopera- 
tion from the unit national banks which comprise the ma- 
jority membership in the National Bank Division of the 
Association. 

Our own Division membership is definitely committed to 
fight for our cardinal principles, and we must not recede 
from that position. This means that every unit banker must 
become active in the objectives cited in the amendment as 
submitted. 

The day of passive acquiescence is past. Our membership 
will now make sure that those who are chosen to fill respon- 
sible positions in the organization have the right point of 
view and possess the necessary enthusiasm, inspiration and 
energy to follow through. Concerted effort is all that the 
situation requires in order that the unit bankers of the 
country shall maintain the important place hitherto occu- 
pied by them in the economic and financial structure of 
our nation. 
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WarRREN D. Eppy, Supervisor of Real Estate, 
Maine Savings Bank, Portland, before the MAINE 
SAVINGS BANK ASSOCIATION. 


} sen property management business is a gigantic 
mass of detail, and the life is full of the unex- 
pected. 

Today you are supposed to be the arbiter in some 
family row, tomorrow the father confessor when 
some tenant has gone on a bender. 

You are called upon in the late evening to get some 
maiden lady out of the bathroom when the door will 
not open, and then, again, you are awakened in the 
middle of the night by a policeman on his beat to tell 
you that some water pipe has “let go.” 

You are the villain in a melodrama when you are 
forced to evict some poor soul, and, again, when twins 
are born to some fortunate tenant you are made 
the godfather and are invited to the christening. 


NoBLE R. Jones, Savings Executive, First National 
Bank, St. Louis, as President, Savings Division, AMERICAN 
BANKERS AssociATION, before the Division MEETING. 


fi TERNAL vigilance is said to be the price of liberty. It 
surely is the price of progress in the savings business. 
When the chill blight of the business depression struck hard 
at school savings, there were those who predicted its demise. 
But school savings have come back magnificently. Its de- 
posits during the past year reached more than $14,250,000, 
of which more than $4,500,000 remained on deposit at the 
end of the year. Almost 3,000,000 school children in more 
than 9,000 schools participated. 

After all, in school savings, banks can do little more than 
provide the channels which register the volume of savings 
and contribute, perhaps, a bit of enthusiasm. Upon the 
schools falls the duty and responsibility of teaching both 
the wisdom and the value of management in financial af- 
fairs. None better than we, the bankers in charge of savings, 
know the lack of technique in financial failures. These fail- 


FRANK P. BENNETT, Jr., Editor, United States Investor, 
before the AMERICAN BANKERS ASSOCIATION. 


{dene future of savings in this country will depend upon 
our ability to adapt the methods of our rivals to our 
own operations and to convert ourselves into adequate sales- 
men of our own goods. 

There must be advertising and personal selling, there 
must be intelligence about it and there must be an irresisti- 
ble driving force behind it. Officers must be salesmen, 
trustees and directors must be salesmen, the entire staff 
must be salesmen, and the depositors must be persuaded to 
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It’s a Great Life 


Almost 3,000,000 School Savers 


Salesmanship in Savings 


In the Summer you are driven mad by the desper- 
ate calls for relief from vermin, and in the Winter 
time everybody’s water pipes all freeze up at the 
same time. In the Spring the cellars overflow and the 
ice backs up on the roof and spoils that ceiling that 
you have just had whitened. 

In the Fall the furnace smokes, and the heater 
won’t heat. 

The first-floor tenant complains about the noise of 
the oil burner, and the third-floor tenant is cold. 

Mr. Smith shoveled the sidewalk the last two 
storms, why shouldn’t Mr. Jones shovel the next two? 

Mrs. Brown’s little Jimmy punched Mrs. Black’s 
little Algernon. 

It is a continual strife, but the study of human 
nature in the raw is seldom mild, and it’s the greatest 
game in the world. Life is never humdrum but one 
must be ever watchful not to get “hard boiled.” It is 
the human side that keeps one going. 


ures are tragic in broken homes, thwarted ambition, and 
lowered morale. They are not in the public interest. 

I would urge every banker to investigate in his home com- 
munity the possibility of developing school savings, not asa 
prospective earning service of his institution, but as a means 
of developing a citizenship trained in the use of financial 
tools. 

I would again emphasize the virtue of savings, both for 
self-discipline and as an answer to the human craving for 
creature comforts, luxury, and that leisure which affords op- 
portunity for development in civilization, culture and the 
mechanic arts. As savings bankers, we must be alert, vigor- 
ous, versatile, and resourceful. 

In America, banks have been more responsive to changing 
practices due to occupational trends. Despite the regulations 
imposed on savings banks and their many competitors, there 
would seem to be no reason other than human weakness 
which would prevent their continued growth and prosperity, 
with consequent good fortune to their depositors and the 
community which they represent. 


spread what can be described as the gospel of true saving. 

You have a record and it surpasses in length and in quality 
any record which these rivals can show. You still have 4 
prestige in the community. Like the electric force which is 
latent in coal or in the rapid stream until it is touched with 
the magic of modern equipment, this prestige can be turned 
into a consuming fire by the right sort of treatment. You 
have human organization, officers, trustees and directors, 
employes and depositors—and what an army of missionaries 
these can become if only they are led to see how superior to 
every form of saving, in principle and in results, is the form 
of saving that you represent! 


BANKING 


R. 
Americ 
CusTo 

pul 
cessfu 
ing a 
work. 
projec 
year. 
The 
matel 
over 
of Ba 
const: 
porta 
gene 
Le 
isfact 
bank 
vey 
just 
A 
setts 

AME 

the 

tim 

too 

not 

tra 

per 

tut 

mi 

Ne 


The Banks and the Public 


R. S. Hecut, Chairman, Public Education Commission, 
American Bankers Association, before the CONSTRUCTIVE 
CusToMER RELATIONS CLINIC. 


1 her matter of properly representing the banks to the 
public is a slow and arduous task, and one that can be suc- 
cessfully performed only by those who through careful train- 
ing and proper education have fitted themselves for such 
work. And it is for that reason that the various educational 
projects of the Association assume greater importance each 
year. 

’ The American Institute of Banking with its approxi- 
mately 290 chapters and study groups and an enrollment of 
over 40,000 bank employees as students, the Graduate School 
of Banking with its enrollment of 600 bank executives, and 
constructive customer relations meetings, all play a most im- 
portant part in the job of bringing about a better state of 
general public opinion about bankers and banking. 

Lest some of you may have been lulled into a state of sat- 
isfaction on this subject of what the public thinks about 
bankers, I should like to quote from a very interesting sur- 
vey which Dr. H. W. Hephner of Syracuse University made 
just a few weeks ago. This survey consisted of many inter- 


views with average citizens who were asked to tell verbally, 
or in writing, the ideas that crop up in their minds when 
banks and bankers are mentioned. 

The interviewers found that 54 per cent of the answers 
were favorable, 26 per cent were unfavorable, and 20 per cent 
were mixed. The adverse comments revealed that banks and 
bankers are, among other things, associated with, “expensive 
homes and snappy cars”; “influential and unscrupulous”; 
“big, fat, ardent golfer, large mansion, country home, many 
butlers and servants”; “big salaries and little work”; “un- 
necessary legal advice and exorbitant service charges”; 
“Shylock”; “allow depositors to shoulder losses when they 
occur”; “unreasonably low interest”; “no chance for pro- 
motion’”’; “bloated aristocrats”; “drive a hard bargain and 
show no mercy when one is down on his back”’; “personal 
friendship with them no asset.” 

The Public Education Commission believes that “eternal 
vigilance is the price of liberty”, and that the need for con- 
structive customer relationship and for general public edu- 
cation is, if anything, greater than ever, and we should 
dedicate ourselves to the task of educating that 46 per cent 
minority to a proper and favorable understanding of what 
banks and bankers really stand for. 


Mortgage Competition 


AtrreD H. Hastincs, Treasurer, Springfield (Massachu- 
setts) Institution for Savings, before the Savincs Division, 
AMERICAN BANKERS ASSOCIATION. 


— my opportunity to observe within a rather limited 
area, may I presume to state that, in my opinion, some of 
the errors of the 1920’s are again creeping in at the present 
time in the matter of competing for mortgages by granting 
too large a percentage of value loan; and I would sound a 
note of warning that some of the losses of recent years will be 
repeated unless the tendency of this type of competition is 
not carefully checked. 

The insurance feature of the Federal Housing Adminis- 
tration mortgage appears to give the lender a leeway that 
permits lending at a higher ratio than before. Financial insti- 
tutions large and small are outbidding each other with com- 
mitments that at times appear ridiculous because of this 
so-called margin of safety. The result is that the financial 


institutions are pressing this governmental insuring agency 
for higher and higher valuations in order to permit these 
higher loans. 

This governmental agency is now in the same position that 
financial institutions were prior to 1930. The directing heads 
—those who establish policy—are apparently demanding 
more business and urging their technical staff to get it 
even though it may mean higher valuations. The result 
may not be felt for some time, but the condition is un- 
healthy. 

The Federal Housing Administration insured mortgage 
has given impetus to the proposition of insuring the life of 
a mortgagor during the term of his amortized mortgage 
loan. Within the last six months, the cooperative savings 
banks of Massachusetts have put into effect a plan insur- 
ing the life of a mortgage borrower through the medium of 
a single prepaid premium decreasing term insurance con- 
tract, the policy being assigned to the lender. 


Time Out 


DanIeEL Starcu, Marketing Consultant, before the 
Boston CONFERENCE ON DISTRIBUTION. 


ie is desirable and helpful in running one’s business 
if you can set aside an hour a day, shut the door, 
take no telephone calls, have no interruptions, and 
transplant yourself into another world. Let your 
imagination have free play. Take the problems with 
you and look at them in this other world. Start all 
over with them, as though you had a completely free 
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hand to do just what you think you should do and 
would like to do. 

Make the world over, so far as your business is 
concerned, in your imagination; then come back. 
Naturally, you cannot do all that you pictured in 
your mind, and when you come back to earth you will 
find that some of the things you thought of you can- 
not and should not do, but there will be many things 
you can and should do. 
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VircIL JorDAN, President, National Industrial Con- 
ference Board, before the AMERICAN BANKERS ASSOCIATION. 


— of the research in economics and business being 
-~" carried on at present is being conducted, so to speak, 
in vacuo—that is, by academic and governmental agencies 
which have no effective and continuous contact with eco- 
nomic activity and business life. They are remote in tem- 
perament, training, experience, outlook and all qualities of 
mind from the sources of the facts which they seek to dis- 
cover, analyze and interpret. 

This situation may be appropriate and suitable in pure 
scientific research in other fields—a biologist need not become 
intimate with an amoeba in order to investigate and under- 
stand its behavior—but economic and business activity can 
never be known and understood if we study it in the same 
way that we examine bugs on a microscope slide. We have so 
much sterile, stupid, silly or malicious research activity to- 
day, because it is impossible for most of the people who are 
carrying it on to have any contacts with the subject of their 
study. 

The clearest conclusion I have drawn from my long labor 
in this field is that there can be little constructive or fruitful 
research in economics and business which is not carried on in 
close and continuous contact and collaboration with men 
actively engaged in business management or actively em- 
ployed in business. 

Also, much of our present research activity in the eco- 
nomic and business field is sterile because there is no adequate 
mechanism for making the results useful and effective in the 
actual conduct of business affairs. That is to say, its educa- 
tional efficiency, so far as the improvement of business man- 
agement is concerned, is almost nil. This research is not only 
born in vacuo, but it dies there, so far as helping to solve the 
problems of prosperity is concerned. It is true that results of 
much of the so-called research that is being carried on are ap- 
plied plenty enough; but they are applied for purposes of 
political persuasion, rather than for purposes of business im- 
provement. 

The present picture and the prospect are not uniform in 
all fields in this respect. For example, the extensive research 
that is being carried on in personnel administration has its 
roots in close contact with active business management and 
is being continuously translated into practical application. 
In broader industrial economic research, such as the Con- 
ference Board carries on, there is fairly adequate contact 


G. Lynn SumnER, President, G. Lynn Sumner Company, 
before the INSURANCE ADVERTISING CONFERENCE. 


ly it not obvious that for insurance advertising to accom- 
plish its real job of opening doors for the salesman, it must 
remove the crépe from his arm? There must be a new, vital- 
ized attractive presentation of life insurance, rather than the 
solemn contemplating of death insurance. 

Is there a universal open door? Yes. It is the common 
desire for life. If your public will buy twice as much life 
insurance as it will death insurance, why not sell it what it 
wants? 
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The Correct Use of Facts 


Crépeless Life Insurance Advertising 


and collaboration with the sources of information, but prac. 
tically no effective mechanism for utilizing the results in the 
education of business executives and the improvement of 
management policies. In the financial field the American 
Bankers Association can be credited with an outstanding 
accomplishment in developing, in the American Institute of 
Banking, the most extensive and effective mechanism for 
professional education that has been achieved in any field of 
business in this country. 

I wish I could see hope of something approaching this ac. 
complishment in industrial management. Speaking from my 
experience and observation in my own field, and without 
regard to its possible application to your own, I can say with 
conviction that professional education is more important 
than research. We know little enough, to be sure, and need 
to know much more; but we could make great progress in the 
solution of our problems today if more of the responsible 
people in business management knew, understood and used 
what is already known. 

In your field your research may be too far behind your 
educational mechanism; the knowledge you teach and use 
may not be enough. I do not know; but my own experience 
in the field of economic and business research has made me 
acutely conscious of the danger of accumulating more in- 
formation than can effectively be applied to business policy 
by business executives. This danger is still greater if we 
imagine that such information will lighten the responsibili- 
ties of business management merely by influencing public 
opinion. 

Whether your research is in step with professional educa- 
tional facilities or not, the important thing is that you have 
both and that they be kept in constant touch with each 
other. Whatever research is done let it be done first for use 
by the people who need to use it, not for some one else; and 
let the means of getting it into use be at least as good as the 
research. 

By all means let us have more and better research in eco- 
nomics and business; but let us do it ourselves and for our 
own use, and use it effectively in increasing our comprehen- 
sion of our task and our competence in performance of it. 
Let us be less eager to enlighten the other fellow, and more 
ambitious to enlighten ourselves. There is plenty of research 
activity in this field which doesn’t fill these specifications, 
and it is likely to increase on a large scale; but it will be 
largely a total loss, and even a liability to business that it 
can ill afford in these difficult days. 


By no means am I advocating deceit or trickery in the sale 
of life insurance. I am simply suggesting that you view what 
you have for sale from the customer’s angle, and thus enter 
his mind, home, or office through a door he is always holding 
open. And that door is the desire to Jive. 

To the extent that life insurance mitigates or eliminates 
worries, it positively adds years of life to the insured. Cer- 
tainly one reason why average life has lengthened is that the 
increased sale of life insurance has caused a large decrease in 
worry. 

Sell life—not death, and the only door that will remain 
closed to the insurance salesman will be the undertaker’s. 
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HOW MUCH HANDICAP 


CAN YOU GIVE YOUR COMPETITORS? 


The manufacturer, business man, banker, 
or property owner who delays—through 
friendship, habit or misinformation—in find- 
ing out the facts about Improved Risk Mutual 
insurance is presenting competitors with a 
comfortable handicap. 

Perhaps you can afford to do that. 
Perhaps you have such a lead on the 
field that considerations of economy or 
increased protection against fire haz- 


ards (and loss of customers or tenants) can 
have no effect on you. But few individuals 
or companies are in such an impregnable 
position. 
If you need the competitive advantages that 
you can legitimately acquire, we suggest that 
you get in touch with this group of old, 
tested companies—a group that is in- 
creasing its percentage of the total fire 
insurance of the country year by year. 


IMPROVED Risk MUTUALS 


60 John Street, New York 


A nation-wide organization of old established, legal reserve companies 


writing the following types of insurance: Fire ° 
Tornado and Windstorm °* 


and Occupancy °* 
Commissions and Profits ° 
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Sprinkler Leakage * Use 
Earthquake Rents 


Riot and Civil Commotion ¢ Inland Marine 
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Many of the thousands of inves- 


tors who are systematically acquiring 
conservative investments through the 


practical plans offered by the members 


of this association owe their start to the 
informed advice of bank executives and 
investment bankers. To provide the facts 
that justify advice and make it well in- 
formed is one of the purposes of the 
Association known as Financial Program 
Foundations .. . A copy of our Booklet 


will be mailed promptly on request. 


Financial 


Program Foundations 
70 Pine Street, New York City, New York 


AMERICAN PARTICIPATIONS, INC. 
BENJAMIN FRANKLIN FOUNDATION, INC. 
CAPITAL SAVINGS PLAN, INC. 
FINANCIAL INDEPENDENCE FOUNDERS, INC. 
HAMILTON DEPOSITORS CORPORATION, INC. 
INCOME ESTATES OF AMERICA, INC. 
INCOME FOUNDATION, INC. 
INSURED INVESTORS, INC. 
LEXINGTON FOUNDATION, INC. 
LIBERTY THRIFT FOUNDATION, INC. 
NATIONAL TRUSTEE FUND, INC. 
STANDARD FOUNDATIONS OF AMERICA, INC. 
UNITED ENDOWMENT FOUNDATION, INC. 
WELLINGTON FOUNDATION, INC. 


This Welter of Selfishness 


Bruce Barton, Chairman of the Board, Batten 
Barton, Durstine & Osborne, before the New York 
Herald Tribune Forum ON CURRENT PROBLEMs. 


WE find a score of groups—social, racial, economic 
—each organized to make certain that it shall be 
given preferential security. We find too many people 
seeking something from the Government and not 
enough people willing to sacrifice for the Government. 
We find millions of insistent hands stretched forth to 
take out of the United States Treasury and too few 
who have regard to the citizen’s high privilege of 
putting in. 

In all this welter of selfishness and confusion, gov- 
ernment should not be the divider but the uniter. 


Relations with the Press 


Ray A. Itc, Vice-president, National Shawmut Bank, 
Boston, before the ConstRucTIVE CUSTOMER RELATIONS 
Cirnic, AMERICAN BANKERS ASSOCIATION. 


_ grewwnnie to my mind is the messages or impressions 
which are given to the public by air, by picture, by news- 
paper or any other media you think of which are not paid 
for; by that I mean they are not stiffly prepared advertise- 
ments, which are read to you or set up and printed so that 
they will meet your eye across the breakfast table. I am talk- 
ing about the relationship of the banking fraternity with the 
press and with the radio news. There is perhaps no other 
department of public relations in which the banks have made 
such rapid strides during the last three or four years but there 
is still great room for improvement. 

Perhaps one of the greatest handicaps that met the banks 
in the handling of their public relations problem during the 
troublesome years not long past was the fact that they did 
not know how to meet the press half way. After all, the press 
have one real job and that is to present to the people a fair 
picture of what is going on. Now, they have to present some 
story and when the bank greets them with a stony face, a 
closed door and a blank wall, then the chances are that the 
picture which they present to the public will not be accurate. 

On the other hand, I realize that all information regarding 
transactions and conditions which are of public interest can- 
not be broadcast to the wind. Some method of mutual inter- 
est and coordination must be established between the press 
and the banks. Therefore, I think it is a primary duty of 
bankers to become acquainted with the people whose job it 
is to present to the public the news of the day. You cannot 
find a more friendly, a more sympathetic, a more under- 
standing group of men. Their job is not to pick on any person 
or institution. Their job is simply to get the facts and to give 
them to the people; and you will always find them most 
ready to do the things which they think are best for the 
people. After all, their prosperity, like ours, depends upon 
the prosperity of the community they serve. 

Therefore, I urge that your associations, your clearing- 
houses and your banks have some definite source of giving 
information to those who must, in turn, give information to 
the public. The only time that this seems very important is 
when an emergency comes and then it is too late to try to 
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orm efficient contacts of information. These should be 
formed in the times when everything is going smoothly. It is 
ike an appendix; the time to operate is when things are 
quiet, and the time for us to get acquainted with those 

ple who are important to us and to whom we are im- 

rtant is when everything is sailing along smoothly. There- 
fore, I think that this relationship with the press and with 
other types of news services is most important and is some- 
thing to which we should give very careful attention. 


Dividends from Salaries 


ELBERT S. WOOSLEY, Vice-president, First National Bank, 
Louisville, Kentucky, before the NATIONAL BANK DIVvISION, 
AmERICAN BANKERS ASSOCIATION. 


AT is the fundamental] factor in sound and profitable 
bank management? Personnel is unquestionably the 
most important factor of all. The financial atmosphere which 
pervades every phase of banking tends to divert attention 
from personnel considerations. Management is so busy lend- 
ing money and trying to get it back that it is apt to forget 
that even the solution of this problem lies in the ability and 
morale of its personnel. To a degree, that is true of all busi- 
ness. But in banking it is so important that no other factor 
can approach it. Personnel management as expressed in a 
bank’s policies and their execution makes banking what it is 
today and what it will be tomorrow. 

I am sure we are giving too little attention to personnel. 
Talents, background, education, personality and health 
differ tremendously among individuals, and the concern in 
any city which deliberately undertakes to build up an organi- 
zation according to a well defined policy, taking these things 
into consideration, can get the pick of its city. Too often our 
employees are thrust upon us. We hire them because some 
relative, friend or customer asks us. We have been too busy 
with less important duties to search our schools and colleges 
for choice material. In every bank, large or small, a senior 
officer should give much thought and time to personnel 
problems. 

In this connection, officers of banks may well make them- 
selves subjects for analysis. We may find that our strength 
has been in the detailed technique rather than in the broad 
art of banking or, using military nomenclature, our tactics 
have been better than our strategy. The strategy of banking, 
as of war, is a long range affair, wide in its implications and 
comprehensive in its scope. 

If the strategy of our generals had been better, commercial 
banking might have retained its place in financing industry 
instead of losing it to the investment banker, whose bonds 
we buy and whose stock we take as collateral. Perhaps we 
might have had a larger place in instalment financing and 
personal loans if our thinking and planning had been of a 
higher calibre. Perhaps banking strategy might have learned 
from England many years ago the necessity of charging for 
the servicing of unprofitable accounts. Perhaps it could have 
found out more about banking costs to support proper 
charges for banking services. 

Let us remember that the largest item in the cost of run- 
ning our banks is our payroll. Salary costs of national banks 
last year were $214,000,000 or 39 per cent of total costs. We 
are not interested in cutting this figure, but we might well be 
interested in making it pay greater dividends. 


November 1937 


COOPERATION 
with 
LOCAL BANKS 


Central Hanover does not 
compete for business that 
naturally belongs to its cor- 


respondent banks. 


Only where there is a prac- 


tical need of a New York 
account does Central Han- 


over desire any part of the 


business. 


CENTRAL HANOVER 


BANK and TRUST 


COMPANY 
NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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TRUST 
ADVERTISING 
HEADQUARTERS 


“Without any solicitation, this cam- 
paign has produced a substantial num- 


ber of wills for us.” (An Iowa bank) 


“Lawyers say they have drawn more 
wills during our campaign than in any 
previous period.” (A New Jersey trust 
company) 


Nine banks using the same Purse cam- 
paign report inquiries from more than 
half of the people on their mailing lists 
...in one case, from more than 70%. 


In 13 years of continuous advertising, 
a Massachusetts trust company has 
increased its business ten-fold, an in- 
crease largely traceable to Purse pro- 
grams. A Tennessee bank’s trust de- 
partment secures more business during 
two years’ use of Purse service than 
during 12 previous years without it. 
An Ohio trust company receives 15 
will appointments and 42 prospective 
accounts during the first few months 
of a Purse program. 


These records, and many others like 
them, prove that Purse advertising is 
an investment, not an expense. Write 
for more evidence and information. 
There is no obligation. 


THE PURSE COMPANY 
CHATTANOOGA, TENNESSEE 


Headquarters for [+ 


Trust Advertising 


305 East 46th Street 

38 Newbury Street 

25 East Jackson Blwd. 

IN LOS ANGELES . . 725 South Orange Drive 


Wanted: Confidence 


Jesse H. Jones, Chairman, Reconstruction Finance Cor. 
poration, before the NATIONAL ASSOCIATION OF SUPERVisops 
OF STATE BANKS. 


hop country has seldom been more prosperous. We have 

abundant crops, and while prices are not as good as they 
should be, with some support through Government lending 
too great sacrifice at harvest time can be avoided to come 
extent. Industry is employing more people at better wages, 
and will soon adjust itself to these increased wages and higher 
costs. We have not caught up with six years of neglected 
construction, and there is no shortage of buying power. 

Yet during the last few weeks we have been witnessing a 
continually falling securities market. Ask a dozen men for 
an explanation of this falling market and you are apt to get 
as many different answers, but they will all include “fear”— 
fears that run all the way from the national Administration 
to the boll weevil. 

There are of course many contributing reasons, but are 
they sufficient to warrant so much pessimism? I do not be- 
lieve so. The market may have been too high. But there 
seems no good reason for it going as low as it has. Business 
conditions are frequently reflected by the trend of the stock 
market, but it is not an invariable barometer. 

The country needs a lot of things, things that will give 
people work, but it needs nothing as badly as it needs conf- 
dence. We are not going haywire. 

It is our purpose to discontinue general lending for the 
very good reason that there is enough available private 
credit to meet legitimate demands for all purposes. Our 
agency managers have been instructed to accept no more 
applications unless a real emergency can be shown. In this 
effort to quit lending we expect and believe we will have the 
cooperation of banks. With that cooperation we can quit. 


Personal Independence 


A. GEorGcE GILMAN, President, Savings Banks Associa- 
tion of Massachusetts, and President, Malden Savings Bank, 
before the Savincs Division, AMERICAN BANKERS ASSOCIA- 
TION. 


T seems incredible that until the early days of the 19th 
century nobody ever had conceived of a bank dedicated 
to the savings of the people. Of course you all know the story 
of the Reverend Henry Duncan of Ruthwell Village, in 
Scotland. Finding poverty the worst affliction of his people, 
he began to save their pence in a chest behind the door. 
Before long it was well filled and he looked about for a better 
place. More than this, he comprehended that the money 
should not lie idle but should be put to work. So the first 
savings bank was founded in 1810. 

I never think of this story without marvelling at the 
power which one man’s thought sometimes may have. This 
particular thought crossed the ocean and one day in 18164 
group of Boston citizens met in the old Exchange Coffee 
House to organize the first legally sanctioned savings bank 
in the world, for late in 1816 a charter was granted to the 
Provident Institution for Savings in Boston. It would not be 
hard to see them, gathered about the table, in their long 
coats and ruffled shirts. The group included William Phillips, 
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afterward mayor of Boston, James Savage and William 
Dawes, who carried the alarm in the opposite direction from 
Paul Revere of Lexington and Concord fame and was | 
promptly forgotten by history. 

There were other stalwart citizens present and together 
they founded the first American savings bank on principles | 
which endure to this day. How the benefits of those princi- | 
ples have been extended may be gathered from the fact that 
mutual savings banks hold about one-fifth of all bank de- 
posits, more than 10 billions of dollars, the property of al- | 
most 15 millions of the people. 

From the modest start away back in 1816 has grown the 
whole savings movement in the United States, a movement 
which, to my mind, constitutes one of the foremost bulwarks 
of the nation. The man or woman with a savings account 
never will be a communist. There can be no contribution to 
society more valuable than the encouragement of thrift. No 
matter the efforts to change our ways of life by introducing 
collective labor, profit-sharing and mass protection, be 
assured that the real American citizen wants nothing as 
much as personal independence. The question before us 
simply is—how shall he achieve it? The answer begins with 
education and rests upon saving. Thrift always will be the 
basis of every fortune, of every widow’s mite, of all content- 
ment and confidence. We who are engaged in spreading this 
doctrine should aspire to keep that vision ever before us. 
Ours is no ordinary occupation. It is a human obligation of 
the first order. 


Our Foreign Trade 


WApswortH, Chairman, American Section, Inter- 
national Chamber of Commerce, and President. Boston 
Chamber of Commerce, before the AMERICAN BANKERS 
ASSOCIATION. 


the long run exports and imports must reasonably bal- 
ance, and their value will be determined not by what we 
want to sell but by what we are willing to buy. It is entirely 
possible that we shall buy more than we sell before all ac- 
counts are evened up and that the old idea that this is bad 
business for the United States will be discarded. 

For the long view, I cannot be anything but optimistic as 
to American foreign trade. 

We have a surplus of raw materials and finished goods 
which the world wants and which we must sell. 


We have ample domestic markets to absorb the imports | 


we must take in return. 

We have capital to finance the business and initiative to 
carry it through. 

There is something vastly more important in the world 
interchange of commodities than the interest of any particu- 
lar nation. Unless means are provided whereby nations can 
procure the essentials of life for their people, war is the obvi- 
ous alternative. A free interchange of essential commodities 
is the only firm foundation for peace. 

For economic reasons we cannot withdraw ourselves from 
the world. For the safety of civilization we must cooperate 
to open the doors of international trade and do our share in 
the distribution of national necessities. 

It is unthinkable that the United States will take the road 


to isolation when we have the opportunity and duty boldly | 


to assume a leading role in the commerce of the world. 
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MANUFACTURERS 


TRUST COMPANY 


Condensed Statement of Condition as at 
close of business September 30. 1937 


RESOURCES 
Cash and Due from Banks 


U. S. Government Securities . 


$182.236,485.57 
126.920.776.25 
14.692,740.81 
2.272.750.00 
62.585,590.72 
260.254,434.41 
30.058.396.44 
14.217,131.33 
5.311.035.57 


State and Municipal Bonds. . 
Stock of Federal Reserve Bank 
Other Securities 

loans and Bills Purchased . . 
Banking Houses 

Other Real Estate Equities. . 


Customers’ Liability for 


Acceptances 18.418.748.75 
Accrued Interest and Other 


Resources 2.498.551.65 


$719.466.641.50 


LIABILITIES 
Preferred Stock $ 9.662.520.00 
Common Stock  32.998.440.00 


Surplus and Un- 


divided Profits 44.247,014.18 86.907.974.18 


Reserves 12.930.191.40 


Reserve for Preferred Stock 
Sinking Fund 


Common Stock Dividend 
(Payable October 1, 1937) . 


Preferred Stock Dividend 
(Payable October 15, 1937) . 


Outstanding Acceptances .. . 


112.548.00 
824,957.50 


241.563.00 
19,202.430.11 


Deposits 599,246.977.31 


$719.466.641.50 


Principal Office: 55 Broad Street, New York City 
61 BANKING OFFICES IN GREATER NEW YORA 


European Representative Office: 1, Cornhill, London, FE. C. 3 


Vember Federal Reserve System 
Member New York Clearing House Association 
Vember Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each, 


The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends, 
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The Secret of Liberty 


HENNING W. PRENTIS, JR., President, 
Armstrong Cork Company, before the 
AMERICAN BANKERS ASSOCIATION. 


— four years the banker and the 
business man—and now the lawyer 
—have been consistently made to ap- 
pear the objective enemies of the Ameri- 
can wage earner, farmer and “‘reliefer”’ 
by a series of Congressional investiga- 
tions, by insinuating epithets, by invidi- 
ous comparisons, by the publication of 


incomes and salaries, and by inflamma- 
tory speeches by those of high and low 
degree. Confidence in the economic sys- 
tem of which such leaders are a vital 
part has been weakened and the well- 
springs of private initiative choked. The 
final result, even though unintentional, 
has been the creation of class conscious- 
ness and class hatred in America to a 
degree that is appalling. An attitude of 
self-pity, envy, covetousness and loss of 
self-reliance has sprung up among great 


Can a Safe Loan be 


made on Past Due 
Accounts ? 


Can your commercial loans be perfectly safe unless the 
manufacturers’ or merchants’ receivables are likewise safe? 


If your customer is protected by Credit Insurance, you 
do not have to scrutinize, or question, or concern yourself 
about the condition of his open accounts — how many 
are past due, or even hopeless. 


You are assured that receivables are worth 100 cents on 
the dollar — that potential credit losses are adequately 
covered. Moreover, protection for the bank may be written 
into the credit insurance policy —the proceeds made 
payable to your institution. 


Many banks advise borrowers to insure their credits; 
some banks insist that they do so, as a measure of protec- 
tion to borrower and lender, alike. 


Any American Credit representative will gladly explain 
to you why it is desirable for you to follow the example of 
other bank executives, who incorporate in their financial 
statement blanks, the question: “Do you carry Credit 
Insurance?”’ 


American Credit Indemnity Co. 


OF NEW YORK _ J. F. McFADDEN, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


segments of the population, with the re. 
sult that millions have lost their belief 
in the old verities of work and sacri. 
fice, of physical and mental effort, of 
personal initiative and willingness to 
venture that have attained for America 
the position she occupies in the modern 
world. 

The impression is conveyed that the 
avenues of opportunity have been closed 
and that from now on America must 
look to a beneficent Government for 
economic security and personal happi- 
ness. The possibility of a social and eco- 
nomic millennium to be achieved through 
governmental control of agriculture and 
industry have aroused expectations that 
it is evident cannot be attained within 
any reasonable period of time. Unfortu- 
nately human passions cannot be turned 
on and off at will, like an electric light. 


RESTORE CONFIDENCE 
BANKING, business, agriculture, gov- 
ernment—all should have a common 
objective from this time forward: To get 
every one who wants to work, back to 
work quickly, and thus end the corrod- 
ing influence of Government subsidies. 
That goal can be accomplished by the 
simple process of restoring confidence, 
through such means as: Putting the 
Government’s financial house in order; 
revising taxes so as to encourage new 
ventures and the expansion of present 
enterprises; decentralizing government; 
liquidating emergency organizations; 
placing the administration of relief in 
local hands; encouraging true collective 
bargaining by requiring equal responsi- 
bility on both sides; quenching the fires 
of class consciousness; promoting na- 
tional unity; and exercising all-embrac- 
ing charity toward all. 

“The secret of liberty is courage,” 
said Pericles. What courage have you 
and I in the present crisis? Are we afraid 
to speak? How much sacrifice are we 
willing to make for the country to which 
we owe everything we have and are? 
What can you and I do? Here is my 
answer: 

Pass resolutions? That’s all right, but 
resolutions at this juncture seem to me 
somewhat like the Pennsylvania Dutch 
farmer’s idea of higher education for 
women: “If they’re pretty, they don’t 
need it. If they ain’t pretty, it ain’t 
adequate.” We should, however, pay all 
debts owed the Government as quickly 
as possible. Stand free of financial 
shackles. Purge our enterprises of every 
unethical practice—if any such remain. 
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Two New...Simplified.. 
Proving Plans 


Designed to meet TODAY'S REQUIREMENTS 


The new Burroughs Simplified Proof Plan reduces item costs to a new low, provides 
better item control, and levels peak periods. Here are some specific advantages— 


. New and inexperienced help can operate it satisfactorily. 


. Errors are localized to the individual deposit, eliminating considerable checking time. 


1 
2 
3. Float and uncollected funds information are provided as a by-product of proving. 
4 


. Rush items receive preferred attention, while the remaining items are handled during 
slack periods. 


5. The flexibility required to handle different types of deposits and varying types of 
sorts is provided. 


. Fewer machines are required because some of the operations are eliminated, and 
machine demands at peak periods are lessened. 


. Operator production is increased through the elimination of many time-consuming, 
non-productive steps. 


The new Burroughs Simplified Balancing Plan was developed to establish 


a simplified routine and a faster flow of items in the moderate-sized bank 
at minimum cost. 


It works on the principle of eliminating needless operations and then 
simplifying those that remain. Items are written directly on the final records, 


which are balanced periodically during the day so that final balance is almost 
immediate. 


The Burroughs plan will make it easier to serve customers, speed the flow of 
items, and provide a faster final balance. Yet it is so simple that it can be in- 
stalled with a minimum of inconvenience and cost. 


yours. Or write us for further information. 


a Ask the Burroughs representative to review 
u r ro u 2 het with you the plan suited to a bank the size of 


Factories at Detroit and Plymouth, Michigan . . .Windsor, Canada... Nottingham, England 
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FOR THE LARGE BANK ..... 

FOR THE MODERATE-SIZED BANK 


Guardsman 
minati 


INCREASES 
EFFICIENCY . 


—doids EYE-STRAIN and 
SEEING EASIER! 


Model 2242 
Price $11.00 


Faries Guardsman Lemp is designed to give 


office workers a new, correct and properly | 


controlled illumination. Its design avoids eye- 
strain and fatigue by eliminating both direct 
and reflected glare. Its patented luminaire 
first concentrates, then properly redistributes 
the light to all points in the lighted area, 


assuring adequate light for close work . . . a | 


light which makes type and figures easy to 
read. In texture, this light is like daylight — 
bright yet restful to the eyes, for there are no 
strongly lighted spots, no shadowed areas. 


cannot supply Faries Lamps, please write us. 


FARIES MANUFACTURING CO. 
and S. Robert Schwartz Div. B 
DECATUR, ILLINOIS 


with clean hands. Study the crucial 
problems of the hour. If need be, sacri- 
fice leisure and recreation. Discuss these 


| Come into the court of public opinion | 


| 


| 


questions with friends and associates. | 


Focus the attention of our local fellow 
citizens on them. Take an active part in 
politics. As General Johnson said the 
other day, we are moving straight toward 
a rigid dictatorship because we don’t 
realize what we are doing to ourselves. 

Certainly there are enough straight- 
thinking Americans who will insist that 


| the dangerous road ahead be resurveyed 


and relocated, once they understand the 
ultimate implications of the present 
crisis for their children and children’s 


children. 


Paths Widely 
Different 


H. H. GRiswo ip, President, First Na- | 


New York, and Chairman, 
Management Commission, 


| Bankers Association, before the CLEAR- 
| INGHOUSE RoUuND TABLE CONFERENCE. | 


HERE has been no change in our 
business more spectacular than that 


| of the shifting character of a bank’s 


loan and investment account. 


We have not realized that the change | 
| which we have experienced is a funda- 


mental one and that whether the causes 
are social, economic or political, or a 
combination of all three, they are of 
such a nature as to compel us to re- 


| organize our thinking and face a future 
| which would lead us into paths widely | 
| different from those we have been ac- 
| customed to follow. 

We have thought we were in a cheap | 
money period with reasonably definite | 
| terminal points. We now know we are 
| in a cheap money era of which only the 

beginning is known. 

| The trouble has been that bankers | 
| have failed to recognize that this change 


was not a passing phase. They have re- 


| assured themselves with the belief that 


| next week, next month or next year we 
Enjoy Guardsman light today! If your dealer | 


would see a revival of commercial loans 
and again banks would resume their 
lending function and that money rates 


| would return to what we have hereto- 
| fore considered to be the normal level. 


Today, with bumper crops to move, 
with business very nearly equal to that 


es | Of the pre-depression years and in the 
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PAYM ENT COUPON BOOKS 


® No matter how large or small 
your department may be, you will 
welcome the effectiveness, sav- 
ings and simplicity of the Coupon 
Book System. 


. It eliminates advance no- 
tices—includes a means of paying 
conveniently by mail as well as 
in person — decreases inquiries 
concerning the standing of ac- 
counts—reduces “partial pay- 
ments” to a minimum—provides 
the quickest method of receiving 
payments—shows the teller if 
payments are late, so that fines or 
charges may be collected without 
reference to any other records— 
fits in with any methods of main- 
taining accounts — and supplies 
the customer with a simple and 
clear record of payments made 
and payments due. 


® The fact that our largest 
Finance Companies and Personal 
Loan Banks use Allison’s Pay- 
ment Coupon Books is the best 
possible guarantee that this sys- 
tem brings in prompt and com- 
plete payments with a minimum 
of expense. 


* 
PRICES, SAMPLES AND COM- 
PLETE INFORMATION WILL 
BE CHEERFULLY FURNISHED 


WITHOUT COST OR OBLI 
GATION. WRITE TODAY. 


ALLISON COUPON (0. 


(ESTABLISHED 1888) 
Factory and Executive Offites 


INDIANAPOLIS, INDIANA 
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ASSETS 


Cash on Hand, and in Fed- 
eral Reserve and Other 

Exchanges, Collections and 
Other Cash Items 

United States Government 
Securities . 

Reconstruction Finance 
Corporation Notes 

Other Bonds and Securities 

Loans, Discounts and 
Bankers’ Acceptances 

interest Receivable, Ac- 
counts Receivable and 
Other Assets . 

Real Estate Bonds and 
Mortgages 

Customers’ Liability for 
Acceptances and Letters 
of Credit . Ae 

Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 

Equities in Real Estate 

Banking Premises—Equity 
and Leasehold 


$ 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


ALFRED A. COOK 
Cook, Nathan, Lehman & Greenman 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fdy. Co. 
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40th St. & Madison Ave. 


Company 


BROADWAY 


Deposits . 
113,453,627.91 
and Cer- 
tified 
Checks . 


34,174,841.60 
94,952,288.55 


2,500,000.00 


10,352,912.61 1, 1937 


Outstanding 


New York Trust 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Corporation 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1937 


LIABILITIES 
$343,481,740.43 


14,739,283.03 358,221,023.46 
Dividend Payable October 


625,000.00 


Accounts Payableand Other 


140,689,690.23 


Liabilities 


2,449,920.66 


Acceptances and Letters of 


2,332,606.87 Credit 


4,784,618.93 


8,872,111.38 
Capital 
Surplus 


Undivided 
Profits 


8,352,644.32 
897,627.91 


2,551,256.27 


423,914,226.58 


Trustees 


FRANCIS B. DAVIS, JjR- 
President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


ARTEMUS L. GATES 
President 
F. N. HOFFSTOT 
New York 


Reserve for Contingencies . 


9,005,180.22 


Acceptances, etc., Sold with 
Our Endorsement 


8,352,644.32 
4,634,735.90 


12,500,000.00 
25,000,000.00 


3,125,722.02 40,625,722.02 


$423,914,226.58 


United States Government obligations and other securities carried at $9,067,689.85 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


B. BREWSTER JENNINGS 
Socony-Vacuum Oil Co., Inc. 


ROBERT A. LOVETT 
Brown Brothers Harriman @& Co. 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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that slows up production in Record Processing 


SLID FORWARD easily 


This “bottleneck” is the unhandy, 
record housing equipment that slows 
up the posting of commercial ac- 
counts and all vertical ledger records. 
Diebold replaces the fatiguing stretch, 
the eye straining angles that have 
slowed up finding and filing of records 
with ledger safes that enable the 
operator to keep pace with your elec- 
trical posting equipment. 


This unit with 2-hour fire protection 
brings ledger sheets up out of the well 
of the safe on a swivel tray that is 
revolved to a convenient reference 
angle. Then the tray slides forward 
so she can reach every card easily. 
She posts one tray of ledgers and 
swings the second tray into position. 
That's why this unit is called the Re- 
volving, Sliding Tray Ledger Safe. 


Details of this exclusive new ledger 
safe that unthrottles record processing 
with its attendant savings in floor 
space and overhead forwarded upon 
request. Write today. 


D 


SAFE LOCK 


CANTON, OHIO 


PROTECTION ENGINEERS FOR OVER SEVENTY-NINE YEARS 


season when money rates normally 
should be higher, commercial paper js 
selling for from 1 per cent to 1% per 
cent per annum and for short-term 
municipal and Government financing 
rates are still cheaper. While it js true 
that at present we are witnessing some 
expansion in commercial loans, this de. 
velopment should be studied with great 
care. It is not yet quite clear whether 
this is only a seasonal fluctuation or a 
definite trend upward. 

Our only safety lies in adjusting our. 
selves to the conditions of the present 
instead of going along our old cours 
hoping for the appearance of that bright 
day whose dawn we may never see, 


PRINCIPLES AND STANDARDS 


THE Bank Management Commission, 
recognizing the importance of this sub- 
ject to the banks composing its mem- 
bership, has been for the past several 
months working through a committee 
to set up a “Statement of Principles and 
Standards of Investment for Commer- 
cial Banks,” which is being suggested to 
the Executive Council of the American 
Bankers Association for general dis- 
tribution. 

It is believed that the standards set 
up by that committee, if generally 
adopted, would go a long way toward 
preventing a repetition of the sad ex- 
periences of recent years. 

However, the Commission fully real- 
izes that there is no substitute for sound 
and conservative management, and that 
no rules, however carefully prepared, 
will be effective unless applied with in- 
telligence and forethought. We are ina 
period of rapid change and our conclu- 
sions of today may have to be revised 
tomorrow. It will probably be necessary 
for us to re-chart our course at frequent 
intervals. 


INVESTMENT SAFEGUARDS 


HOWEVER, there are certain underly- 
ing principles that are fundamental in 
character and by adhering to a consist- 
ent program, it is still possible to organ 
ize our investment departments so as t0 
insure a maximum of safety. Gripped as 
we are between increasing costs of oper 
tion on the one side and diminishing te 
turn on the other, we must safeguard 
every investment with the fullest know!- 
edge of the factors which make for 
soundness and liquidity, the two ele 
ments which alone can guard us against 
disaster, come what may. 

We believe there is no more serious 
problem facing the commercial banks of 
this country than that of the bond or 
investment account. 
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put it this way. We've got 
asales force of one hundred men. It’s their job to 
cover the territory. They have to se// our products. 
What would we do if we found that about half of them 
sat down and didn’t make a move for a month or two?” 


“That’s a silly, hypothetical question but I’ll answer 
it. We'd fire them, of course, and get some new men.” 


“You’re wrong. We wouldn’t fire the salesmen... 


we'd fire the sales manager. It’s his responsibility— 


his job to keep the salesmen moving and producing.” 


“Check. But what has that got to do with the matter 
we were discussing?” 


“Just this. Our business is good. Our receivables 
are high. Our customers are 
not discounting. We’re passing 
up chances to open good new 
accounts for lack of sufficient re- 
sources to finance more volume. 
And why? Because half of our 
capital, which ought to be 
working for us, just like our 


COMMERCIAL CREDIT COMPANY 


NEW YORK 


BALTIMORE 


November 1937 


PORTLAND, ORE. 


salesmen, is taking periodic 
thirty to sixty day vacations... 
tied up in customer’s stocks or 
resting in his bank balance... 
working for him until he sends it 
back to us. Do you get the idea?” 


“You bet I do. And I think I get the solution you’re 


leading up to... you’re thinking about discounting 


our receivables with Commercial Credit Company.” 


“That’s right. Their proposition is a sound plan for 
sales-managing our capital. Lots of progressive busi- 
nesses are using it now. What particularly impresses 
me is the new LIMITED LOSS clause. It protects us 
against abnormal credit 
losses. I’m a hard-shelled 
conservative when it 
comes to credit or finan- te 
Credit Company’s plan 
of discounting accounts 
receivable makes this 
modern type of indus- 
trial financing interest- 
ing and attractive to 
conservative business- 
men everywhere. Why 
not investigate and see 
how it will meet your 
special needs? Full de- 
tails on request. 


cial risks, but this new 
Commercial Credit Com- 
pany feature makes good 
sense to me. I’m all for it.” 


SAN FRANCISCO 
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Bankers Fail, Not Banks 


RoBERT H. Myers, Vice-president, Merchants National 
Bank, Muncie, Indiana, before the STATE BANK Drviston, 
AMERICAN BANKERS ASSOCIATION. 


ed has been said that our people want that banking system 
which, in addition to safety, will afford better banking 
services at less cost and with greater efficiency. I think that 
is only partly true. I believe that our people want, first, safety 
in their banking system, true; but next, even ahead of effi- 
cient service at low cost, I believe they want the assurance 
that their banking and credit machinery is not in the hands 
of a monopoly, no matter how able and well intentioned. We 
instinctively distrust monopoly. Decentralization is the best 
insurance against such monopoly, or against the charge that 
such a monopoly exists. 

Imagine what could have happened within our memory, 
had the banking machinery of this country been concentrated 
under a single set of laws and in the control of a compara- 
tively small group. The “student managers”, official and 
unofficial, certainly could have had a veritable field day. 
Distribution of power is the surest guaranty against its 
abuse. If we have learned anything in the recent trying 
years, it is that we cannot judge a bank by its label, its 
charter, its size. The mortality records include branch banks, 
group and chain banks, independent banks; large banks, 
small banks; some had national, some had state charters. The 
difference between success and failure, in this as in any other 
business, lies in the quality of management. This is not new, 
but it is true: It is bankers who fail, not banks. 

No one will deny that our banking problems are not 


solved. We have too many laws, and they are often in con, 
flict; too many supervisory authorities, too many regy ; 
tions. But do you think political control of banking would be 
any better? Political control could be much more eagi t 
effected if we had a unified banking system. Do you believe. 
we should discard that which has come through the acid t 

of a great world-wide depression, in favor of experimen 
alien to the American scene? 

My personal conviction is that independent banking i is the 
kind best adapted to an independent people in a free coum 
try. I define “independent banking” as excluding the eg 
tablishment of branches beyond relatively small and def. 
nitely circumscribed areas, with the subterfuges of group and 
chain systems also definitely limited and controlled. 

Our convictions, no matter how sound we may think: 
them, will not prevent radical change if we do not keep our 
houses in order, and keep our customers informed. Laws 
probably will be proposed to liberalize branch and group 
banking privileges. What are we doing to tell our depositors, 
who are the substantial people of all the communities nal 
nation, the situation as we see it? Do they know that there 
are no legislative panaceas for economic ills? Do they realize ® 
that an extension of branch, group or chain systems may 
mean the removal of banking control from their communi- 
ties into strange and remote hands? 

They may understand that banking systems can get so 
big that government, in times of extreme adversity, simply” 
cannot let them fall; but do they realize that that only means” 
postponing and aggravating the inevitable and paintal 
adjustment? 


A Unification of Ability 


D. W. Bates, Iowa Superintendent of Banks, before the 
STATE BANK DIvISION, AMERICAN BANKERS ASSOCIATION. 


INCE about 1864 we have had the two banking systems, 
state and national, and so far as superiority is concerned, 
there isn’t much that one can claim over the other. The 
supervision of each is directed by men who receive their 
authority by and through political preference,—always have 
and always will in our democratic form of government,— 
and though agitation for unification may continue, I believe 
it will be by a minority and that our dual system will con- 
tinue for it is in accordance with the principles of our form of 
government. 

The dual system of banking is the American system es- 
tablished in accordance with American ideals, and developed 
by generation after generation of Americans, and all that 
the unit banker asks is the continuation of his privilege 
to serve the community in which his bank is located, to aid 
in the up-building of his state and the development of his 
country. 

I, therefore, deign to suggest that instead of a unification 
of the system, there be a unification of the abilities, experi- 
ences and energy of the men and women engaged in banking 
as well as all others interested, on a program of elimination 
of errors, abuses and practices of the past of which we are all 
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familiar, and from which neither state nor national banks ~ 
were immune, and urge the adoption of sound principles and 
practices, such as has been so ably and extensively outlined © 
by the American Bankers Association, as well as the enact- 
ment of such proper and necessary legislation as will clothe 
the authorities with the power to enforce obedience thereto, © 
and thereby preserve unto the people their existing rights. ~ 

I do not want to be understood as contending that the unit — 
system of banking has been or is perfect, but I do contend ” 
that created as it was under the difficulties and inexperiences ” 
existing in that early period and having performed the great = 
service that it has, and at the same time greatly improved its - 
own methods and is continuing to do so, it has earned its | 
right to continuance and should not be displaced with some — 
other form of banking inconsistent with our form of govern 
ment. 

There are those who are diligently at work seeking af © 
amendment to the law as it now exists in relation to branch 
banking, not nationwide this time, but as a starter, confined — 
within the lines of a Federal Reserve district and to states” 
within such district as permit banks organized under the 
laws of such state to establish and operate branches. 

This move is of vital importance to the unit bank, state 
and national, and if accomplished, will be the beginning to” 
the ultimate end of the unit bank. 
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